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MORE REFLECTIONS 


The Hongkong approach to Christmas this year 
differs in one essential respect from that of last 
year. Then grave international events at Suez and 
at the U.N. reverberated still, and became even more 
poignant because of the physical rather than the 
spiritual associations of the Festival. This time the 
gaze of most people here will be directed not toward 
the Middle East, though it may tarry awhile to 
ponder over the political situation in the United 
States. Save for this the attitude this time is self- 
centred. Most of us are deeply conscious of the 
impending departure of the Governor and Lady 
Grantham. We have come, and most rightly, to 
identify them with the greatest constructive and 
creative period in the proud story of this once rugged 
and unfruitful rock. Farewells are being said 
almost daily and often with emotions not everybody 
can hide. Even the good fortune we have in the 
choice of their successors, which was the people’s 
unanimous if silent choice as much as that of the 
Government, is for the moment thrust aside in the 
days that can be counted before the Grand Gesture 
in the Colony’s largest amphitheatre, when Sir 
Alexander and his Lady will be given a Triumph 
as great as that any Caesar or Consul won 
in the heyday of Rome, albeit it is a triumph of 
civilising and creative labour rather than of 
arms. 


And there is also in the minds and hearts of 
* most thoughtful and sympathetic people the distress 
that we share with the five thousand or so skilled 
workers and clerks who, through no fault of their 
own, have to find other employment after serving 
the Royal Naval Dockyard so faithfully and so well. 
These things do seem harsh and soulless sometimes, 
and only Wo olten the politician forgets flesh and 
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blood in his ardour and revolutionary zeal, or in the 
compulsions of economy, so conspicuous in China 
now. But the changes which are abroad in the 
world have caught up with all kinds of people in 
all kinds of places, and not least over the border. 
It is not of the Dockyard, which once seemed so 
indestructible an obstacle to town planning and 
traffic, one thinks now, but of the displaced men. 
Certain it is that the community will unite in doing 
all possible for them. 


Last year in this issue Christmastide reflections 
naturally linked Suez and Sinai with the Great Na- 
tivity, so near in date and in geographical location 
to the Festival and to the Birthplace of the Saviour, 
and so powerfully present in the thoughts and 
emotions of so many. Only a few then realised 
how trifling and limited a decision it was that had 
caused so much anger and so much immediate danger 
both to Anglo-American relations and to the position 
of the British Government, confronted with a re- 
bellion by almost a third of its Party support. The 
light-mindedness of the U.S. delegate to the U.N., 
and the reluctance of the President’s “grey 
eminence” to bother him, figured in a chain of actions 
which glaringly revealed how easy it is to perpetrate 
grievous blunders without intent. The tale comes 
back with added moral now that the health of the 
President has had another setback. The sole com- 
fort is that it was Mr. Nixon who last year stepped 
into the almost open breach just before the vote on 
the Government’s policy in the House of Commons, 
and save the day. 


It is just as necessary now as then ‘to be wary. 
Then it was our own leadership, with the French 
and the Israelis, which became impatient in face of 
sore temptation. Now it is not without reason that 
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we wonder what the adventurous gambler in the 
Kremlin, who has won all the throws of the dice in 
the desperate politics of that walled city, may do 
next now that he has defeated all rivals in turn 
and is the prey of deadly fears that they may.all 
be silently coalescing behind the scenes against 
him. 

We said a year ago that in a week or two the 
two hostile camps of the world seemed to be breaking 
up like iceflows in spring, and that the new disper- 
sion of the old deadlocked concentration of two 
ideological camps might well spell fragmentation 
and anarchy such as destroyed the ancient Greek 
world; or might lead to a far better re-integration 
such as inspired the hopes and devotion of all good 
men when the last war ended and the world turned 
to our statesmen and to the symbol of the ‘one 
world’? hopes—the United Nations. And the time 
and occasion evoked the irresistible recollection that 
the Christian faith had contributed an idea that 
supersedes both that of equality and that of 
inequality—the idea of inter-dependence. 

As it happened that was the key word of the 
recent meeting between the American President and 
the British Prime Minister. The extraordinary 
significance of that choice has not yet gone as deeply 
asit should. It is the nearest thing to the true and 
inescapable Western Revolution that has happened 
since the war, for though we can hardly be dis- 
tinguished one from the other until we speak our 
own dialects, and are really brothers and sisters 
under our tongues, yet we remain imprisoned by 
our own little sovereignties. And Inter-dependence 
is not merely a magic word but an expression of 
policy embracing the whole of the Free World. Tiffs 
and tensions there must be, as in the present French 
anger over Algeria. But under the shadow of the 
Sputniki we know now that this light we must in- 
fallibly follow, or have quite another choice of 
integration imposed upon us. 

It may be true that Communism could not over- 
run Europe and southern Asia without losing itself 
in the process; that it cannot even properly digest 
or control the forces now seeking release not merely 
in the satellite Communist States but in its own 
' major centres of power. This is no longer a matter 
of solution by war, which would destroy the world. 
But it is a matter of conquest by infiltration, by 
ideology, by human aspiration to cross all the 
physical boundaries that separate mankind. From 
the appearance of fragmentation of a year ago we 
move now to the appearance of renewed solidification 
of two worlds. On the one hand there is the inter- 
dependence of the top-level talks in Washington; on 
the other the similar attem»t to consolidate the 
Communist world. Earth’s foundations have not. 
fled, though the world crisis is infinitely deeper than 
it was when the poet depicted the Old Contemptible 
as he stood fast at Ypres. But the sign of the 
Sputnik is both a warning and an encouragement. 
While man remains in chains in so many places he 
has also found his imagination liberated to the in- 
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finity of space. Compared with this the visions that 
the old navigators inspired were poor indeed, though 
they led to the opening of new worlds. 


A year ago emotions were taut and anger rife. 
Now the West broods in anxious—but determined 
and confident—thought. Some have spoken of “the 
Thaw” in American thinking as they once spoke of 
the same phenomena in the Soviet Union after 
Stalin’s death. Setbacks in the Middle East and in 
the far skies above have forced all of us, and the 
Americans in particular, to take another prolonged 
and thoughtful look at the chart of our course. The 
gift of self-criticism has been set free. The first 
consequence has been the acceptance, in more posi- 
tive context both ideologically and in statesmanship 
than ever before since the Great Speech of Churchill 
at Fulton, in the U.S., of the interdependence not 
only of Anglo-American relations and destinies but 
of the entire free world. But it will take a lot of 
strong leadership to see it through to concrete enact- 
ment, and it may now take some time before that is 
possible, though it is wholly wrong to think that we 
may have to wait till the next elections, and 
perhaps different Governments, in the major 
countries. 

In a hundred and one fields of the multifarious 
aspects of national life—which is not limited by 
any means purely to politics—the leadership is 
pulsatingly present, in laboratory and machine-shop, 
in the shipyards where the preparations proceed for 
the atomic liners and tankers of the future, in the 
new ports which are being readied for their berthing, 
in all the teeming centres of science, engineering and 
industry. There is just as much fertility of re- 
source in all these places as there ever was. The 
Russians have seized ‘one of the most spectacular 
leads in the history of human invention; the free 
world has the lead in a thousand other and more 
material things. The British scientists, still work- 
ing and progressing in their eight years’ study of 
the conversion of the power of the H-bomb to 
peaceful uses and all the dreams so vast a conquest 
unfolds, look up for a moment to hail the Sputniki 
and to beam with delight on their feilow-scientists. 
But they are less concerned with the possible con- 
quest of inter-planetary space or with landing on 
the moon than with the world-beating rewards of 
their own researches, when final triumph is 
attained. 


And this reminds one that it has lately been 
suggested that the world scientists should get to- 
gether on disarmament and the like. They would 
certainly move outside the wrappings which bind 
purblind politicians hand and foot. They will have 
their say in these problems, if only in response to 
the hauntings of their individual consciences; And 
they have fewer of the prejudices of common man. 
Certainly conscience will not make cowards of them 
and cause their native hue of resolution to be sicklied 
o’er, but will impel them to use their latent power 
for the common good. They, too, are interdepen- 
dent, and must play a great role in the final con- 
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summation of a world peace much less uneasy than 
the conditions we know to-day. In the meantime 
we have not only to develop the full meaning of 
inter-dependence, in the hastening of European unity 
and organisation and the tightening of all helpful 
bonds within the whole free world; but to think of 
it and apply it also to those multi-millions who, 
being poor and ambitious, look askance at those of 
us who are rich, 


It is not easy to know what to do about these 
problems. The United States has scattered a 
million to every thousand of the niggardly Com- 
munist largesse. There is no comparison between 
Moscow and Washington for sheer generosity. They 
might as well have inhabited different poles or—as 
they so often do in symbolism—represent the two 
great basic forces of Saviour and Satan, of good 
and evil for the difference that may be seen even in 
cold figures alone. Yet there is the most grudging 
lack of appreciation, almost amounting to refusal 
of recognition, to the one and the most starry-eyed 
attraction to the other. In bitterness one is often 
impelled to tell them all to go their own way, to 
pass by on the other side and let them all see how 
good a Samaritan their Communist friend and con- 
fessor would be. The more they fail in their national 
construction the more they turn against the free 
world and toward the Communists. Indeed the 


cynical feeling is induced that the only real 
cure for Communism is to get it. It is not 
always compounded of anger and _ resentment 
either. 


The disciplinary features of the Communists’ 
policy, once they get hold of the power over the 
people—a power of life and death, where every 
freedom of the individual has to be sacrificed, even 
that of silence—are not without value in the case 
of peoples who, like the Chinese under the 
Kuomintang and the Indonesians today, seem to find 
it so much easier to fly apart than to unite and get 
down to the mighty job ahead. There is, too, the 
temptation to reply to any refuge for frustration in 
expropriation by announcing that expropriation 
would mean a complete boycott by the en- 
tire free world, not by one victimised country 
alone. 


But reflection, especially at Christmastide, turns 
one away to a totally different direction, whose 
signposts were depicted so convincingly by one of 
our greatest scientists, Professor Blackett, in his 
Presidential address to the great Parliament of 
British Science a few months ago. He spoke, many 
will remember, of the widening gap between the rich 
West and the over-populated and bitterly poor East 
with its teeming populations. The pre-industrial 
countries of Asia have only an average of £30 a year 
to live upon, ten times below that of the highly in- 
dustrialised lands of the West. We are saving for 
investment more than they are actually earning and 
the gap widens daily. Miracles could be wrought if 
one or two percent of the income could be devoted 
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to the raising of the standards of Asia. To the 
suspicious who are still hypnotised by the Kremlin 
we might well offer to lend aid and credits either on 
the identical terms of the Soviet’s credits to China 
or on far better terms still. There are in fact many 
blueprints for such help apart from the co-operation 
of the West in the self-devised plans of India, Japan 
and other Asian countries. President EKisenhower’s 
first act on leaving for his farm to recover on Nov. 
30 was to put into full operation the new programme 
of loans to under-developed areas. There is the 
billion-dollar plan put forward by the Public Affairs 
Institute in the U.S. for the settlement of the Middle 


‘East economic problems; the pilot plan for the 


multi-purpose development of the Lower Mekong 
which would change the face of one of Asia’s most 
isolated and backward areas; and the significant 
stress—in the De Freitas Report to the Political 
Committee of the weeklong conference of the Parlia- 
mentary delegates from 15 NATO countries in Paris 
—on the greater need of Asian and African countries 
for Western aid and investment than the need of 
the West for markets in those territories. It will 
help in the re-discovery of Western Europe by Asia 
and Africa as it has recently been rediscovered by 
the U.S. Big Business Magazine Fortune, which 
points out that it has a population 45% greater than 
the Soviet Union and a production five and half 
times greater! 


Peking forgot West Europe in its fantastic facts 
and figures about the world alignment numerically, 
but it would do well to ponder them while the fierce 
underground triangular struggle in the Soviet Union 
between the Army, the Stalinlists and the Re- 
visionists pursues its zig-zag course. For our part 
the free world could easily afford to place much 
less stress on the pure theory and ideology of Com- 
munism and more on the physical opposition to 
Communist Imperialism’s expansion by force, 
though we can never give a foot of ground on the 
basic issue between the revolutionaries’ concept of 
society as a mere mechanism rather than an or- 
ganism subject to natural growth and develop- 
ment. 


The Sputniki may have dominated the skies for 
a brief space, but the heart of the revolutionary 
revisionist and the passionate mind of freedom know 
their own bitterness. The world saw, for the brief 
moments when the iron lid was lifted, what lies 
closest to the hearts of the imprisoned people. 
The great poets of the Revolution perished 
in the storm, and Boris Pasternak, who should 
have taken up the torch, preferred silence to 
the suicide of Yesenin and Mayakovsky. His 
great novel of the Revolution, smuggled out, 
contains as appendices poems full of religious 
feeling and a simple peroration: “Though the 
clarification and the freedom that were hoped 
for after the war had not come with the victory, as 
they had thought, this did not matter; the presage 
of freedom was in the air in the post-war years and 
constituted their only historic content.” 
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ECONOMIC BACKWARDNESS AND THE THEORY 


OF ECONOMIC 


DEVELOPMENT 


By Yoichi Itagaki 


(Professor of International Relations, Hitotsubashi University, Tokyo) 


I Two Approaches to the Theory of Economic Development 


Generally, there are two ways of approach to the problem 
of economic development in Asia. One is the economic in 
which the area concerned is characterized as “underdeveloped 
countries”, and the other the sociological defining the area as 
“backward countries”. Needless to say, these two are closely 
interrelated. Yet it is essentially important to distinguish one 
from the other in that “underdeveloped” signifies the resources, 
and the “backward” the people. 


Those who define the area covered by economic develop- 
ment programmes as “underdevelaped countries” indicate the 
principal features of this area as the low national income per 
capita (poverty), low ratio of industrial output to total output 
and of industrial population to total population (pre-industriali- 
zation), or relative shortage of capital and equipment as com- 
pared with population and resources (scarcity of capital). 


Without doubt these three features are correlative, and 
owing to the shortage of capital, industrialization does not 
progress, and because of this standstill the level of income 
per capita remains low. Therefore, it may be natural for 
those taking this viewpoint to regard the raise of income per 
capita, accumulation of capital, or advancement of industrializa- 
tion as important indicators of the economic development of 
underdeveloped countries. The report by the United Nations 
experts and most economic theorists share this viewpoint. 


It seems impossible, however, to say that basic issues of 
the theory of economic development of backward countries 
ean be accurately grasped by the above-mentioned view and 
indicators of development. 


According to Prof. Myint at Rangoon University, the 
problem of the so-called “underdeveloved countries” means not 
only that of “underdevelopment of resources” in the ordinary 
sense, but also that of “economic backwardness of people” 
Naturally underdevelopment of resources and backwardness of 
people are closely connected and collaborate in aggravating the 
vicious circle. But the real issues of backwardness are often 
lost to sight, and the problem of backwardness is apt to be 
substituted for that of underdevelopment. The problem of 
backwardness presents a specific sphere which cannot be 
the concept of “underdevelopment of human resources”. Thus 
he urges the necessity to recognize the problem of backwardness 
as a major problem in its own right, and to break with the 
conventional notion of underdeveloped countries. He em- 
phasizes that this is the right course in approaching the heart 
of the problem of economic development of today. 


Prof. Myint’s proposition is quite significant. First of all, 
he tries to investigate the cause of the stagnation that is 
characterized by low productivity and low level of real income 
per capita, although he does not disapprove of the objective 
fact of the low level of the income in backward countries. It 
seems impossible to explain the stagnation only from. the 
viewpoint of the shortage of capital investment. There exist 
many reasons which make it impossible for us to automatically 
apply to backward countries such programmes as are designed 


to increase the gross national product or the real income per 
capita at a certain fixed rate, based on the calculation of the 
amount of capital investment necessary, which is deduced from 
the capital required per capita, while such programmes are 
applicable to advanced countries. The reason is as follows. 
Generally, in advanced countries, a given amount of net invest- 
ment can produce a process of spontaneous economic growth 
in the form of increase in the total amount of products or 
productive capacity in proportion to the capital invested, 
through the technical amelioration and rise of productivity, 
whereas in backward countries such a presumption as above is 
impracticable with the primary question being how to initiate 
such an economic process itself. 


Therefore, it is rather mechanistic to place too much 
importance on the part played by capital investment as the 
sole means to raise the level of the national income of back- 
ward countries, calculating the total or per capita income of 
these countries and comparing these figures with those of 
European and American countries. It seems rather meaningless 
to say that about 19 billion dollars are required to raise national 
income per capita in the backward countries by 2 per cent 
annually, chiefly applying the mechanical process of economic 
development. The realities of investment in the backward 
countries do not justify such a simplification, and it must not 
be considered that economic development can be stimulated 
only by introducing the western pattern of economic activities, 
and that the process of development will occur spontaneously 
and inevitably through the rapid and large-scale pouring in 
of capital. 


Il What Economic Backwardness Is 


As seen above, the problem of economic development of 
backward countriés involves specific problems of its own, which 
are not solvable through a macro-economic approach, which 
merely takes into consideration the low level of income per 
capita or the increase of investment to raise the level. Now 
it is necessary for us to clarify the meaning of the so-called 
“economic backwardness”, which is said to form the principal 
character of backward countries. 


As Myint suggests, backward countries are those which 
cannot “stand on a competitive footing” with advanced ‘countries, 
in the process of economic struggle, having failed to adapt 
themselves to the new circumstances shaped by the impact of 
outside economic forces. 


First, the unsuccessful adaptation to the new circumstances 
is attributable to the lack of voluntary and active attitude for 
life in backward countries. In this respect, those who take the 
sociological viewpoint express a very pessimistic Opinion on the 
adaptability of backward people to social and economic changes. 
As R. Emerson points out relevantly, the Asian people still 
lack a creative and active attitude to remold their own circum- 
stances—spiritual, material and social—to their own liking, 
despite every kind of change around them, being restrained by 
their traditional way of life and thought. Economic progress 
of society cannot be expected in Asia without a fundamental 
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conversion of way of thinking, from submissive to creative, 
and from passive to active, as exemplified by the industrial 
revolution of Europe, which was essentially the product of 
spiritual revolution of the Western people. The transplantation 
or the effective application of machines and techniques is im- 
possible without the necessary spiritual attitude and _ social 
structure. But, unfortunately, what is most lacking in the 
realities of Asia is such an active and voluntary “way of life. 


Secondly, the incompetence to stand on a _ competitive 
footing with the advanced countries is caused by the accumula- 
tive effects of many “disequalizing factors” which are found 
working inside the backward countries, and between backward 
and advanced countries. Such a state of affairs resulted from 
the fact that, on the one hand, politically most of these Asian 
countries were dominated by imperialistic advanced countries 
as their colonies, semi-colonies or dependencies, and that, on 
the other hand, economically the initial gaps between backward 
and advanced countries in experience, opportunities, skills and 
capital supply, far from being diminished, were further widened 
by the free play of economic forces (the principle of free com- 
petition). The monopolistic domination by the foreign enter- 
prises and firms, development of mono-culture specializing in 
primary products for export, and intermediary exploitation by 
the so-called foreign Asiatics as middlemen or moneylenders 
in the plural society, all these were made possible in the colonial 
backward countries through the operation of the above-mentioned, 
political and economic disequalizing factors. Thus the backward 
people were driven into a very disadvantageous position relative 
to the roles to be played in the economy, which should be 
distinguished from the unproportionate distribution of incomes. 
Here arose the stagnant state of backward people, who were 
fated to be unskilled workers, peasant producers and constant 
debtors. So the heart of the problem of economic develop- 
ment in backward countries cannot be dealt with unless we 
proceed to the problem of the “disequalizing factors” mentioned 
above, going beyond the problem of the distribution of income. 


Viewed from the standpoint of historical and social back- 
ground, the economic backwardness of Asian countries owes 
its origin not to the fact that much of the resources are left 
undeveloped, but that, although resources were rapidly well 
developed to the extent that market conditions permitted, the 
people in these countries were prevented from participating 
ir. the process of development either due to the operation of 
the disequalizing factors or to their unwillingness caused by the 
lack of a positive attitude, 6r owing to both of them. 


III] Patterns of Structural Change in Backward Society 
—Gaps between Progress and Welfare— 


If the preceding analysis of economic backwardness is 
admitted to be adequate in the main, the economic development 
of backward countries, which implies the obviation of such 
backwardness, has to face two problems which must be solved. 


The first is that of social adaptability of the natives to the 
impact from the outside. It is essential that the problem of 
economic development of backward countries should be under- 
stood, not as a mere problem of “economic process”, but as one 
of “social process”, i.e. a problem of a series of far-reaching 
changes of social structure. Structural change in the backward 
society means the process of “disintegration and reintegration” 
under the economic impact from the outside, which tends to 
break the old social and economic systems and to bring forth 
new stable patterns of social and economic behavior. This is 
the growth process of the activity pattern, the development of 
which is either encouraged or prevented by the beliefs, aptitudes 
and wishes of the inhabitants. It is natural that there rises a 
strong social resistance in the process of the formation of new 
patterns of behavior acceptable to the society. The intensity 
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of this social resistance reflects the degree of the coherence of 
the traditional society. Accordingly, the most substantial 
problem confronting backward countries in the process of 
social adaptation to the outside impact is the checking and 
minimizing of unnecessary social disintegration and disharmony, 
and the creating of new patterns of social activities. 


In this connection, it must be noted that the backward 
society is not a unified and homogeneous one like that of the 
advanced nation, but a plural and heterogeneous one. Relative 
to the essential character of the backward society, Dr. J. H. 
Boeke defined Indonesia as a “dual society”, and Prof. J. H. 
Furnivall characterized Burma as a “plural society”, while Prof. 
S. H. Frankel named South Africa a “multi-racial society”. 
These are three types of backward society, each of which shows 
typically a pattern of social structural change, that is, “resis- 
tance”, “transition” and “disintegration” in the process of 
interaction between modern western elements and pre-modern 
indigenous elements. 


First, according to Boeke, the Indonesian society is a “dual 
society” where two different “social-economic systems”, the 
‘Gmported western capitalisni” and the “pre-capitalistic agrarian 
community,” coexist side by side, and no transitional process 
takes place. Such a society as this is “closed and stationary” 
in spite of the economic impact from the outside. 


On the contrary, the “multi-racial society” in South Africa 
as seen by Frankel is a society which is already in the process 
of rapid modernization, and presents an aspect in which the 
economic effects of capitalism are penetrating straight into 
feudalistic and patriarchal native society despite resistance. 
It may be said that such a society as this is an “open and 
disintegrating” society under the impact from the outside. If 
Boeke’s society is defined as a “closed system,” Frankel’s society 
will be characterized as an “open system”. 


Finally, Furnivall’s “plural society” is composed of three 
classes of Europeans, foreign Asiatics (overseas Chinese and 
Indians) and natives. The social and economic status and role 
of the foreign Asiatics are very highly evaluated by Furnivall. 
In this plural society, Europeans who are entrepreneurs and 
technicians form the upper class, overseas Chinese and Indians 
who are retail-dealers, wholesalers, middlemen and money- 
lenders the middle class, and the natives, who are peasants 
and laborers, the lower class. The foreign Asiatics standing 
between the Europeans and the natives play the role of “com- 
petitors” as well as “middlemen” in relation to the Europeans, 
and function as a buffer which protects the natives from the 
impact of the modern world, encroaching upon the society of 
the natives whose economic sense and capability of enterprise 
are poor, and assuming the complete control of local economies. 
In such a plural society, the social structural change caused 
by the impact from the outside does not present itself in such 
a process of rapid disintegration as is seen in South Africa, 
but appears in a relatively stable process of transition. 


Therefore, the pattern of structural change in the backward 
society is not always one and the same, but varies from society 
to society as “closed and stationary” (Boeke), “open and dis- 
integrating” (Frankel) or “mixed and transitional” (Furnivall), 
so that the types of life and behavior, dual, plural or multiple, 
are incapable of being homogenized or standardized. What 
economic development means to the backward countries is to 
impose an economic impetus upon the society which embraces 
such heterogeneous types of life and behavior. The economic 
impetus may be an important factor to promote the economic 
progress of the society, although the progress cannot~be in 
itself a cause of the welfare of the society, because a basic 
gap exists between “economic progress” and “social welfare” 
in the plural society. In a heterogeneous society the essential 
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features of which are a difference in types of life among 
different races, the antagonism between economic interests 
which is not controlled by the common social will, and the 
social tension and separatism intensified by racial and religious 
antipathy, the gap between progress and welfare becomes more 
extensive in proportion to the speed of the development. 


Accordingly, it is meaningless to refer to the abstract 
concepts of aggregation such as an increase of income per 
capita or a raise of national income by given rate as a target 
of economic development, which cannot be utilized as the criteria 
of welfare. The purpose of development in the backward 
countries lies not in progress alone, but also in welfare. And 
s0, it is extremely important for us to scrutinize the character, 
composition or variations of each of the patterns of welfare 
which correspond to the types of structural change in backward 
societies. In this sense, the problem of economic development 
in backward countries will mean nothing if it disregards the 
problem of social welfare connected with the structural change 
of the society. 


IV Organization of Economic Nationalism 
—From Colonial Economy to National Economy— 


The second problem involved in the economic development 
of backward countries is that of “disequalizing factors”. It is 
the disequalizing factors functioning to the disadvantage of 
the backward people because of the dependent status of colonies, 
rather than inherent factors working in the backward society 
which prevent the people from competing on an equal footing 
with the advanced nations in the international economic rela- 
tions. The deformation and stagnation of the backward 
economy was brought about by the operation of the disequalizing 
factors. Therefore, it must be a prerequisite of economic 
development to overcome such a situation and to foster and 
organize a “countervailing power” internally and internationally 
to eliminate these disequalizing factors. 


The fact that before World War II almost all of the 
countries in Asia were the colonies, semi-colonies or dependen- 
cies of the Western colonial powers, determined the economy 
of these countries to be a colonial one. The essence of the 
colonial economy is in brief a “dependent economy”, in which 
everything is compelled to undergo changes in the interest of 
the home country. The colonial economy manifests its depen- 


dency in two ways—dependency upon the home market and 
dependency on the world market. 


Dependency upon the market of the home country implies 
that the colony is given, above all, the role of an export market 
of food and materials and of an import market of industrial 
manufactures in relation to the home country. It is obvious 
that this dependency gives rise to the predominant position of 
production of food, raw materials and other agricultural products 
and the under-development of industrialization, both of which 
are typical features of the backward economy. 


Dependency on the world market signifies that the structure 
of production in colonies is the so-called “mono-culture”, in 
which production is centred on certain primary products which 
are most susceptible to the influence of the world market. It 
may be true that these features were brought about by the 
favorable conditions of the area concerned for production of 
tropical specialities. The extremely developed form of mono- 
culture, however, exposed the local economy to direct and 


acute effects of the fluctuations in the world market, leaving 
it excessively unstable. 


The rise of the capitalistic colonial enterprises benefited 
the natives only slightly, and the distribution of incomes con- 
tinued to be unproportionate. The monopolistic control of 
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the enterprises and estates by foreigners, _the intermediary 
exploitation by foreign Asiatics accompanying the formation 


of the plural society, and, above all, the decline of the native | 


handicrafts, the dissolution of the autarky of village communities 
and the collapse of the traditional social systems of religion 
and customs, all these violently shook the very foundations of 
the equilibrium and stability of the . economy and society of 
the natives. Loss of land, growth of debt, increase of un- 
employment, and lowering of rice consumption drove the natives 


into bottomless poverty. 


The feudalistic system of land tenure, the low wages in 
labor relations, the hampered accumulation of capital, the 
exchange at an unequivalent rate in trade, and the constant 
deficit in the balance of payments, together with the low pro- 
ductivity in agriculture and the pressure of population upon 
food supply, kept the Asian economy in a state of fatal stagna- 
tion, which came to be” engraved with the mark of a typical 
colonial dependent economy. 


As a result of World War II, most countries in Asia 
attained political independence and became sovereign nations, 
although they are not liberated from the economic dependency 
yet. Even now the disequalizing factors have not been 
eliminated in international economic relations, and there can 
still be seen many dilemmas which confront these countries. 
They are urgently required to establish a “balanced and 
diversified” national economy freed from the mono-cultural 
structure of production. However, mono-cultural production 
needs to be encouraged in order to obtain foreign currencies 
which are necessary for the purchase of capital goods 
industrialization and economic development. 
the dilemmas. 


for 
Here lies one of 
Another unavoidable dilemma is found in the 


fact that they cannot rely upon external capital aids without 


sacrificing, more or less, their political and economic indepen- 
dence, while it is very difficult for these countries to accumulate 


enough domestic capital because of low productivity and low 
income level. 


After all, the countervailing power against the disequalizing 
factors can be found only in economic nationalism, but it must 
be very difficult to overcome economic backwardness only 
through the repulsion and resistance of nationalism. Never- 
theless, it may be admitted that there is no alternative to 
getting rid of the economic dependency of backward countries 
other than economic nationalism. Then, the whole problem is 
how to organize this countervailing power internally and 
internationally so that it may be fit for the purpose of economic 
development of the peaple concerned. 


The land reform, nationalization policy, cooperative move- 
ment, industrialization, protective trade policy, etc. which the 
governments of the countries are now taking up or promoting 
in one way or another may be regarded as efforts along the 
direction of “organization of economic nationalism”. Needless 
to say, the governments of these countries need to be firmly 
founded internally and internationally in order that this 
organization may be successful. 


Political nationalism in Asia, which has just passed the 
first stage of independence, now faces the problem of economic 
nationalism, which seeks liberation from the poverty and 
dependent status in the world economy. Economic nationalism 
in Asia is prepared to learn much from the socialist way of 
economic development. Nehru’s suggestion on the establish- 
ment of a “socialistic pattern of a society” expressed in connec- 
tion with the Second Five-Year Plan of India, puts the situation 
clearly. Those who try to study the future and the course of 
economic development in Asia should reflect upon the real 


issues of economic backwardness of Asia and the derivative 
questions thereof. 


December 19, 1957 


NEW TRENDS IN 
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CHINA 


By Benjamin Schwartz 


(Professor, Chinese History, Harvard University) 


Over the past year or so a series of striking ideological 
pronouncements have emanated from Communist China, the 
most important of them voiced by Mao Tse-tung himself. The 
potential significance of these pronouncements for the Com- 
munist world—already churning under the impact of forces set 
in motion by the Twentieth CPSU Congress—has inevitably led 
to wide speculation on the precise implications of Mao’s new 
theses. Among the questions which arise: In what respect do 
they contain genuine innovations in Communist thought, when 
viewed in the light of Soviet ideological developments? Have 
they been merely a response to current pressures in China and 
in the Communist camp as a whole, or do they refiect long-term 
latent tendencies of the Chinese Communist movement under 
its present leadership? What, if any, have been the practical 
effects of these pronouncements on the Chinese scene? While 
it is much too soon to formulate definitive opinions on these 
questions, a tentative assessment of the content and import of 
the new Chinese “line” is in order. 


Immediate Motives 


The current pressures—both foreign and domestic—which 
lie behind these pronouncements are not difficult to discern. 
The whole post-Stalin development in the Soviet orbit, climaxing 
in the events in Poland and Hungary, has been a compelling 
factor in determining Peking’s outlook. Mao’s speech of 
February 27, 1957, even in its edited form, reveals in particular 
a deep concern over the Hungarian uprising and its implications. 
On the domestic side, the regime’s effort to apply a Stalinist 
model of economic development has clearly gotten the Com- 
munists into troubled waters. It requires no insight to see a 
direct connection between the growing sense of crisis in many 
areas of the Communists’ program and their attempt to spur 
the initiative of the non-party professional intelligentsia—one 
of the explicitly-stated aims of the new slogan, “Let the hundred 
flowers blossom; let the hundred schools of thought contend,” 
when it was first proclaimed last year. 


On the other hand, the views expressed in some quarters 
that the recent ideological shifts are wholly a response to the 
acute economic crisis in China, or that a state of revolt of 
Hungarian proportions was imminent, should—in this author’s 
opinion—be treated with ‘skepticism. The present 


of the Soviet people in the comparable period of Stalin’s early 
Five-Year Plans. In spite of the infinite suffering and depriva- 
tion forced on the population, the Soviet regime had developed 
instruments of control strong enough to prevent any serious 
popular threat to its power. That Peking’s control instruments 
are just as effective seems evident from the speed with which 
it has implemented the forcible collectivization program herding 
vast masses of peasants into producers cooperatives. It may be 
urged that events in other parts of the Communist world have 
created in many strata of the Chinese population a far less 
compliant attitude toward the sufferings attendant upon a 
Stalinist model of industrial development. If this is so, it is 
a fact which reflects recent changes in climate in the Communist 
world as a whole and is not simply a result of the Chinese 
economic crisis per se. Possibly, however, the CPC leadership 
itselfi—particularly Mao—has become more and more uneasy 
about meeting economic difficulties in 1957 in precisely the same 


economic . 
situation of the Chinese masses cannot be much worse than that . 


manner in which Stalin met them in the early 1930's, though 
the machinery for doing so is at hand. 


On the whole, this author would be inclined to surmise that 
to whatever extent the new ideological shifts are a response to 
current pressures, the whole international situation—and parti- 
cularly the situation in the Communist world—looms larger 
than purely domestic pressures. 


Furthermore, while these shifts may represent a response 
to current pressures, some of them may also represent the 
culmination of trends long latent in the Maoist version of 
Marxist-Leninist ideology. The current situation may, in some 
respects, merely have provided a more propitious climate for 
a bolder and more explicit statement of conclusions already 
implicit in previously held notions. These factors of motivation 
must be weighed in terms of the content of Peking’s 
pronouncements, 


“Let the Flowers Blossom. . .” 


The major concepts of Mao’s new line are collectively 
expressed by the now-famous slogan quoted above: “Let the 
hundred flowers bloom; let the hundred schools of thought 
contend.” These were the catch-words of Mao’s: important 
speeches of February 27 and March 12; the slogan had made 
its first appearance, however, over a year ago. One of the first 
and most authoritative statements on the theme was a speech of 
May 26, 1956, by Lu Ting-yi, Director of Propaganda for the 
CPC Central Committee, which set forth many of the basic 
ideas now confirmed and elaborated upon by Mao: hence Lu’s 
speech must be considered an organic part of the whole ideolo- 
gical shift which has since transpired. 


As Lu points out, the phrase “hundred schools” is an 
allusion to the hundred schools of philosophy which flourished 
during the Chou dynasty before Confucianism was made an 
official philosophy. It was, indeed, a period of great genuine 
freedom of thought. Lu makes clear, however, that while the 
philosophic conflicts of the Chou period represented deep con- 
tradictions among contending social classes, in present-day 
China such differences among “the hundred schools” will take 
place “under the conscious direction of the people.” Thus a 
distinction is drawn between non-antagonistic contradictions 
“within the people” and antagonistic contradictions of a society 
where genuine irreconcilable class struggle exists. 


Lu treats “the people” as an organic unity, but, he points 
out, there are still four social classes—proletariat, peasantry, 
petit-bourgeoisie, and national bourgeoisie; thus there are also 
“elements of disunity” in the people. Each of these classes 
continues to evince its own characteristic ideology in spite of 
the great progress which has been made in the ideological 
transformation of all classes in China. Since they are part of 
the people, however, these classes are educable. Their ‘ideolo- 
gical sickness (a favorite metaphor of Mao’s) can be treated 
by therapy. The therapy should, however, not include terror 
or “crude coercive methods.” “Idealistic” attitudes are clearly 
unhealthy, say Lu and Mao; yet they cannot and must not be 
eliminated through sheer force of suppression. In fact, there 
is some good in letting these views flourish, for. they .can 
prevent Marxism-Leninism from becoming a “hot-house plant.” 
In some sense, by a dialectic process (Mao’s. mind is obsessed 
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by the imagery of the dialectic as he understands it), these 
flowers, noxious and otherwise, may even help to enrich 
Marxism-Leninism. 


The new doctrine makes it clear that it is not simply a 
question of the content of the ideas but of who advocates them. 
When an “idealistic” notion is advocated by a “member of the 
people” it is legitimate. The same idea advocated by an 
“enemy” or an “unmistakable counterrevolutionary” is inadmis- 
sible. The power of determining who is a membér of the people 
and who is a counterrevolutionary remains firmly in the hands 
of the Communist government. What is more, there is no 
guarantee that a particular idea may not prove, in the govern- 
ment’s view, so noxious and so “revisionist” that it may remove 
its advocate from the category of “the people” to the category 
of ‘the enemy.” 


While one of the aims is to bring to the surface some of 
the false ideas which are normally present in “the people,” 
perhaps even more interesting is the implication that in the 
area of arts and sciences there should be something like a 
genuine free market of ideas. The novelty here is that 
Marxism-Leninism as interpreted by the party may not at any 
given point in time even have a clear-cut view on what is right 
or wrong in this area. Lu Ting-yi is quite explicit on this 
subject. “The natural sciences,” he states, “have no class 
nature.” This is novel indeed, for while Stalin himself pro- 
claimed that there are spheres of culture—language in particular 
—which belong neither to the substructure nor to the superstruc- 
ture, he was careful not to include the natural sciences in this 
category. The same rejection of Marxist infallibility also applies 
to literature. According to Lu, literature must “serve the 
workers, peasants and soldiers,” but “socialist realism’ may 
not be the only creative methodology which serves this purpose. 


Mao’s statement of February 27 also stresses the significance 
of the slogan for the realm of art and science. “Different 
forms and styles in art can develop freely and different schools 
in science can contend freely. . . . Questions of right and wrong 
in the arts and sciences should be settled through free discussion 
in artistic and scientific circles.” | While all this seems to 
recognize a certain autonomy for science and a somewhat lesser 
autonomy for art, the nebulous phraseology leaves no doubt 
that the decision whether any given form of art “serves the 
people” clearly belongs to the political leaders. Since party 
personnel occupy strategic places in artistic circles, one may 
well have ones’ doubts about the freedom of discussion even 
within these circles. There is nothing to prevent the leaders 
from deciding that a given aspect of the arts or sciences is 
actually very relevant to vital areas of Marxism-Leninism. No 
institutionalized guarantees of freedom are granted. 


Nevertheless, while Mao has not really relinquished the 
state’s totalitarian powers within these areas, there may be a 
genuine desire to hold them in reserve—always present, if not 
continuously active. Whether the withdrawal of totalitarian 
controls will actually mean a relinquishment of ultimate spiritual 
authority in the natural sciences, remains to be seen. 


The new slogans bear an interesting relationship to Soviet 
ideology. In the USSR there is one area in which “idealism” 
is tolerated—that of religion. At no time, however, has Soviet 
doctrine claimed that other forms of “bourgeois idealism” should 
be allowed to flourish as “normal” expressions of Soviet life. 
Soviet “socialist” society is presumably a classless society and 
as such the Soviet people can have only one legitimate ideology 
—that of Marxism-Leninism. The erroneous ideas that do con- 
tinue to persist, according to the doctrine, are either capitalist 
remnants in the minds of the people or the result of sinister 
influences from the enemy abroad. The only correct way of 
dealing with these “survivals” is to extirpate them mercilessly. 
Gentler methods can be applied only to religion, as a peculiarly 
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stubborn remnant. At no time have Soviet theoreticians asserted | 
that Marxism-Leninism requires the constant stimulus of hostile 
ideas in order to retain its creativity. The Communist Party - 
presumably possesses sufficient inner resources to provide what- | 
ever self-correction or self-criticism is necessary. In _ this 
respect, then, Mao’s doctrine signifies a further departure from 
Leninist-Stalinist orthodoxy. 


Major Assumptions 


As stated earlier, the slogan of “let the hundred flowers 
blossom, let the hundred schools of thought contend” actually 
appeared some time before Mao’s pronouncements of February 
27 and March 12. As such, it rests upon a series of general 
theoretical tenets which have even earlier roots, and which 
must be grasped before a full assessment of the significance of 
the current slogans is attempted. 


The first assumption underlying Chinese Communist doctrine 
is that “socialism” in China is built by the “people” as a whole, 
representing four social classes—the proletariat, the peasantry, 
the petit-bourgeoisie, and the “national” bourgeoisie. While 
the people is led by the Communist Party, and while the party 
is described as the “vanguard” of the industrial proletariat, the 
doctrine also maintains that the interests of the other classes, 
on the other hand, are not represented by the party, but by 
the other “democratic parties’”“and organs such as the Chinese 
People’s Consultative Conference. Mao Tse-tung himself is, 
of course, not only the head of the Communist Party, but also 
of the “‘people’s government” as a whole. One might say that 
the whole tendency of his recent thought is to magnify the 
importance of the latter’s role at the expense of the former. 


A glance at Soviet doctrine in this respect affords some 
interesting comparisons. According to its spokesmen, the 
Soviet social system is a classless society. The Communist 
Party represents the interest of two (‘“non-antagonistic”!) 
classes—the proletariat and the working peasantry—as well as 
of the “working intelligentsia,’ which is defined as a “stratum.” 
This is at variance with Chinese doctrine, which assigns a large 
segment of the non-party intelligentsia to the bourgeoisie. 
What this means is that the Soviet intelligentsia is presumably 
wholly committed to Marxism-Leninism, while the Chinese 
intelligentsia is, by definition, capable of committing numerous 
ideological errors, all considered “normal” expressions of the 
existing situation. This line of reasoning has been carried 
even further: thus, a Chinese publication stated recently that 
even after all classes disappear in China, the apparatus of the 
united front government will still be necessary, since separate 
economic and social interests will remain, and will require their 
own representation. 


The idea that the whole “people” can build socialism rests 
on the assumption that all classes of Chinese society are subject 
to spiritual transformation by education and “persuasion.” Their 
ideological sickness can be cured by proper therapy. The 
speech of February 27 carries this whole notion to its logical 
conclusion. “All classes, strata, and social groups that approve, 
support and work for the cause of socialist construction belong 
to the category of the people.” The concept of “the people,” 
then, must ultimately be defined in terms of its conscious atti- 
tudes. This means that even though the “people” and “the 
enemy” are separate organisms, the membrane between them 
is highly porous. Presumably Chiang Kai-shek and the Taiwan 
government could pass over from the class of the enemy to 
the people were he to develop proper attitudes toward “socialist 
transformation ;” “revisionists,” on the other hand, may pass 
from the ranks of the people to those of the enemy. 


Part of the therapy, however, lies in the recognition that 
so long as the people includes classes like the petit-bourgeoisi¢ 
and the national bourgeoisie they will continue to evince idealis 
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ideology. The best way to cure the ailment is to allow the 
unhealthy ideas to express themselves while subjecting them 
to a constant treatment of ideological transformation. 


These formulations led Mao to a further assumption— 
namely, the non-antagonistic contradictions are a normal 
phenomenon among the people, even in a socialist society. 


Non-Antagonistic Contradictions 


Now the concept of antagonistic versus non-antagonistic 
contradictions is actually of Soviet origin. In the Soviet Union, 
it was first used in the realm of literature in order to imbue 
it with a sense of conflict; in addition, Soviet theoreticians 
have maintained that there are non-antagonistic contradictions 
between the forces of production and relations of production. 
What is novel in the Chinese case is not the concept but the 
use to which it has been put. 


The Chinese contribution to the concept of “non-antagonis- 
tic” contradictions consists of two parts. First, the Chinese 
claim that contradictions between the national bourgeoisie 
(which is an exploiting class) and the proletariat are non- 
antagonistic. This formulation is not to be found in Soviet 
doctrinal writings. Second—and in this case more importantly 
—Maoism now asserts that contradictions between the “leaders” 
and the people in a socialist society are similarly non- 
antagonistic. 


Now the latter notion is not original either in China or 
in the Soviet Union. In fact it dates back to Lenin’s dichotomy 
between the “masses” and the “vanguard,” with its stress on 
the omniscience of the latter (armed with the Marxist doctrine 
and surveying the historic scene from a height that provides 
it with a larger perspective) and the limitations of the former 
(bent on the satisfaction of their immediate needs, and incapable 
of comprehending their “objective” interests). In the USSR, 
a great deal has been said about conflicts between the masses 
and the “bureaucrats” (though the term “non-antagonistic 
contradictions” has never been applied in this connection). 
The important innovation here is, however, in the use of the 
word “leaders” rather than “bureaucrats.” Presumably not only 
lower bureaucrats but the whole Communist Party and even 
Mao himself may be involved in contradictions with the masses. 
Indeed, Mao seems to imply that in many cases the party may 
be wrong, inasmuch as it may have become too remote from 
the immediate interests of the people. 


Since the party as a whole may occasionally lapse from 
its infallibility, it follows that it should be exposed to criticism 
from other parties and groups. While it is true that generally 
speaking the Communist Party is the custodian of Marxist- 
Leninist truth, whereas the other democratic groups are still 
infected with a bourgeois mentality, on given concrete matters 
their criticism may well be justified. 

With regard to the position of Mao himself, the general 
possibility of his being wrong does arise. However, Mao is 
again not only the leader of the Communist Party but also the 
leader of the people. By identifying himself occasionally with 
the “people” rather than with the party, he can himself, as it 
were, criticize the party from without. 


A Bow to Moscow 


Now while all these assumptions may be said to represent 
further shifts away from previous orthodoxy, the fact remains 
that on one point of doctrine, the year 1956 actually saw what 
seems to be a deference to Soviet orthodoxy. 


During the whole period from Yenan until 1956, the Chinese 
Communists had stubbornly refused to state that China would 
require a “dictatorship of the proletariat” in its period of 
“transition to socialism.” In the CPC statement on the “Historic 
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Experience of the Dictatorship of the Proletariat,’ however, 
we find it explicitly stated that the Chinese people’s democratic 
dictatorship is a form of dictatorship of the proletariat. Behind 
this lies a complex history of ideological relationships with 
the Soviet Union. The Soviet leaders—including Khrushchev— 
have insisted on the retention of the phrase “dictatorship of the 
proletariat” as constituting the indispensable heart of Leninism. 
In effect, what they indicated to the Chinese at the time of 
the Twentieth Congress was that the Chinese were entirely 
free to construe this phrase in any way they saw fit, provided 
that they kept it. Here we have one of those cases in which 
a term itself is important even if emptied of all substance. By 
April of 1956 the Chinese proved willing to accept this com- 
promise. The events in Hungary may in fact have reinforced 
their view that this had been a wise decision. They too, like 
the Soviets, are interested in preserving an inviolable core of 
shared doctrine or at least shared phraseology. Yet the adop- 
tion of this phrase has had little effect on the course of 
ideological development. It is in fact quite interesting to note 
that the published version of Mao's February speech does not 
include one reference to the dictatorship of the proletariat. 


Practical Implications 


What, if any, have been the practical effects of these shifts 
within China? 


In a speech delivered before the People’s Consultative 
Conference, Lo Lung-chi complains that “during the last year 
not many flowers blossomed and few schools of thought con- 
tended in the academic and ideological fields . . . the basic cause 
here is that the higher intellectuals are still suspicious and 
are still plagued by misgivings.” And well they might be. They 
have no assurance that they may not be reclassified at any 
moment from the status of member of the people to the status 
of enemy. They can never be sure whether any idea propounded 
by them will be regarded by the authorities as an expression of 
“normal” bourgeois idealism of the people or a “dangerous 
revisionism.” Furthermore, there is the presumption that the 
intellectuals are making steady progress in their march away 
from “idealism” to a proper grasp of Marxism-Leninism. All 
this does not provide a very fertile soil for large varieties of 
floral vegetation. 


In practice, then, the present phraseology merely implies 
a shift in emphasis. Physical coercion will—by and large—not 
be used in ideological matters. When errors are found in 
assertions which are purportedly orthodox, they will be treated 
less severly. There will be a certain relaxation in the applica- 
tion of party doctrine in the field of the natural sciences. In 
literature one may try new approaches—though at some risk. 
Within the official ideology more play will be allowed on certain 
pre-designated academic questions. For instance, Chinese 
intellectuals will probably be allowed to learn something about 
“bourgeois thought” (e.g. of Keynesian economics). It is possi- 
ble that Mao has more in mind than this. If so, this has not 
yet become manifest in current Chinese literature. 


Similarly, no sweeping consequences seem to be in order 
in the whole area of contradictions within the people and con- 
tradictions between the people and the leaders. To be sure, 
more status has been accorded to the so-called democratic 
parties and the People’s Political Consultative Conference. 
They have been given considerable publicity and been the object 
of particular attention. Conversely, the very notion that there 
should be “mutual supervision” between the democratic parties 
and the Communist Party will inevitably lower the party from 
its hitherto dazzling heights. Essentially, however, the notion 
of contradiction between “leaders” and “people” reduces itself 
to a conventional attack on ,bureaucratism couched in the 
language of thought remolding. 
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Of course, these ideological shifts may yet have spectacular 
consequences in China’s domestic development ‘(perhaps even 
consequences unforeseen by the leadership). However, if Mao 
and his entourage wish to restrict their practical significance 
to as narrow an area as possible, the slippery language of 
these pronouncements makes it possible to do so. 


Peking vs. Moscow? 


In terms of relations with Moscow and other parts of the 
Communist world, as well as in terms of relations to uncom- 
mitted Asia, however, these shifts may have an enormous 
significance. More clearly than ever Mao proclaims his position 
as a theorist in his own right and, by the same token, emphasizes 
the unassailable ideological autonomy of Communist China. He 
further implies that not only has the “Chinese path to socialism” 
differed from Moscow’s but that “socialism” itself may differ 
in China. In China socialism will be compatible with a multi- 
party government and will recognize real differences of interest 
among the various strata of the people. It is perhaps these 
implications which have particularly excited the Polish Com- 
munists deeply immersed in their own manifold “contradictions.” 


It is toward Asia, too, that Mao’s statements are directed. 
The vision of a whole people “building” socialism without 
engendering any bitter and inexorable conflicts is designed to 
elicit the sympathy of nations for whom the very term “so- 
cialism” is immensely attractive. To Asian intellectuals, 
consumed by a fervent nationalism, bitterly resentful of the 
’ West, the “Chinese path’ may well seem to be preferable to 
that of the USSR. The attack on “crude coercive methods” 
and the slogan of the “hundred schools”—whatever its am- 
biguous meaning in China—implies that a Communist regime 
may embrace the methods of a political democracy without 
abandoning its fundamental totalitarian controls. The fact that 
the verbal euphoria is not accompanied by institutional safe- 
guards may possibly be lost on those elements of the Asian 
populations that are wont to take Communist promises for 
granted, without inquiring into their real nature. 


Mao’s emphasis on the “Chinese path” does not mean, of 
course, that he does not desire solidarity with the Communist 
world, or that he is not fundamentally hostile to the West. At 
the same time, however, it means that the solidarity must be 
achieved on Mao’s own terms, and on the basis of his autonomy 
within the Communist bloc. If there is to be a common core 
of doctrine which all Communist states must share, Mao must 
have as much discretion in defining this core as anyone in the 
Kremlin. The notion that Mao wishes to assume the leadership 
of the whole Communist world is probably not justified; but 
there is little doubt that he intends to play an increasingly 
important part in it. 


The Historical Perspective 


Do any of the ideological shifts examined here have prior 
antecedents, or are they all responses to immediate pressures? 
Actually, as stated before, there is a considerable history behind 
some of the notions which manifest themselves in Mao’s state- 
ments. A drift toward the notion that “socialism” in China 
would be built by the whole “people’—in other words, toward 
a sort of “populist” concept at variance with a strictly class 
interpretation of the march of history—began at a very early 
date. At the same time, it is true, the “people” was still defined 
as an assemblage of “classes,” each with its own class interests 
and ideology. It is this curious amalgamation of the notion of 
a sort of popular “general will” and the notion of class interests 
“within the people” which laid the basis for Mao’s recent pro- 
nouncement on non-antagonistic contradictions within socialist 
society. 
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The “united front” line of the Yenan period was, in itself, 
not a manifestation of such a drift. The notion of a united 
front during the “bourgeois democratic” stage of social revolu- 
tion is, of course, nothing new in Communist ideology. However, 
even in the Yenan days and in the immediate postwar period, 
Mao occasionally hinted that in China the whole “people,” 
including the national bourgeoisie, would be “educated” to an 
acceptance of socialism. Mao’s speech on the “People’s De- 
mocratic Dictatorship” in 1949 hinted it still more strongly, 
and so did the Chinese Communist constitution of 1954. 


Viewing the Chinese tendency in the broader perspective 
of the historical development of Communist ideology, one may 
say that suggestions of a clash between a strictly Marxist class 
interpretation and a sort of “populist” interpretation were 
already discernible in Lenin himself. On the other hand, Mao 
has not by any means abandoned all the cliches of class analysis. 
What we note here is a general drift which has become con- 
siderably accelerated within the Chinese context. 


Closely allied to the Chinese tendency toward a “populist” 
interpretation of the path to socialism is the tremendous 
insistence placed by Maoism on the potentialities of “ideological 
remolding” and “thought reform.” The whole “people” can 
build “socialism” precisely because the whole people can be 
spiritually transformed by proper educational (and therapeutic) 
methods. The whole emphasis on “ideological remolding” and 
“thought reform” through “persuasion,” which ultimately led 
to all the refinements of “brainwashing,” had its origins in the 
Yenan days. At first, to be sure, the methods were applied in 
a much narrower sphere: it was more a question of turning 
the intellectuals, semi-intellectuals and peasants who made up 
the Chinese Communist Party into “spiritual” proletarians. 
After 1949, however, the same methods which had been used 
in “molding” good Communists out of presumably recalcitrant 
material were applied to the “people” as a whole. Long before 
February 27, the doctrine was proclaimed that ultimately whole 
classes, such as the peasantry, petit bourgeoisie and national 
bourgeoisie, could be re-educated and cured. They could only 
be cured, however, if their deep-rooted ideological ailments 
were brought to the surface. To some extent, the whole “let 
the hundred schools contend” drive fits into the framework of 
this therapeutic process, although it is also presumed to have 
more positive aspects. 


Here again, one cannot view the Chinese experience in 
isolation from previous Soviet developments. With Lenin 
himself consciousness came to play a role never contemplated 
by Marx. Nevertheless, the notion of the transformation of 
whole social classes (including the “hourgeoisie”) by educative 
methods marked another step forward in the disintegration of 
Communist doctrine. It was this assumption, above all, which 
underlaid Mao’s recent pronouncements. 


Mao’s “Socialism” 


What, then, is the overall vision presented in Mao’s 
speeches? It is the vision of a totalitarian society by consent, 
so to speak, a society in which the state may hold its authority 
in reserve in certain well-defined areas of culture (such as 
natural science). The “fundamental” harmony of the society 
will be preserved all the more effectively by allowing an area 
of slack—that is, by recognizing that certain clashes of interest 
and a certain degree of ideological error are normal, and that 
there may be certain areas of the arts and science where 
Marxism-Leninism does not immediately yield any answers. 


The authority of the state, however, remains supreme, 
and the hasic concept is still fundamentally totalitarian. The 
leaders still embody the fundamental interests of the people 
apart from any institutions of political democracy. No institu- 
tional check on the power of the leaders is contemplated in 
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KOREA AND CHINA: UNEQUAL RELATIONSHIP 


By Egbert S. Oliver 


(Professor of English in Portland (Ore.) State College, and in Osmania 


When Korea emerged from its long hibernation into 
the open modern world its condition as a nation was the 
subject of continuous discussion and speculation. Each 
treaty arrangement with the western nations involved some 
assertion concerning its independence. This question of 
independence entered into its first treaty with Japan, which 
opened a few of its ports in a limited way to Japanese com- 
merce in 1876. It was the subject for extended negotia- 
tions involving China’s leading diplomatic negotiator, Li 
Hung Chang, and the American naval officer. Commodore 
Robert W. Shufeldt, from 1880 to 1882, before the treaty 
was finally accepted containing the assertion that Korea was 
an independent nation. 


However, the Chinese and the Koreans agreed to the 
treaty only with the understanding that it be transmitted 
to the United States accompanied by a letter of explanation 
from the Korean King, stating that Korea has been and 
still is subservient to China, having “duties which must be 
performed by the state of Chao-hsien (Korea) because the 
latter is subordinate to China.” At the same time the 
Korean King could say to the United States that “both will 
treat with each other on equal terms.” 


There is involved here a_ paradoxical contradiction 
which centers in the key to this puzzling problem of Korea’s 
long-time relationship to its East Asian neighbors. The 
key is Confucius and the concept of politics and social order 
which grew out of his teachings and is embodied in the 
Chinese classics. The Confucian way was so thoroughly 
pervasive of the social order as to form the unquestioned 
mores of the peoples of continental Eastern Asia. China 
was the Celestial Empire. The Middle Kingdom, over which 
the Chinese Emperor ruled, was the fountain-head of order. 
All nations, all peoples, all nature was ordered around the 
proper concept of relationships. 


Man lives in the world where a rational social order, 
based on ethical concepts, means that the individual, the 


any area. The leaders determine who belongs to the category 
of the “people” and who has gone over to the “enemy.” The 
leaders determine what types of Howers shall blossom and what 
types of vegetation are so poisonously revisionist that they 
must be uprcoted. in the contradiction between “leaders” and 
“people,” it i; clear where the ultimate discretion lies, although 
it is not impossible that at times Mao may align himself with 
the “people” against the “party.” 

The areas in which “contradictions” are possible remain 
hazy. The definition of “normal” error also remains vague. 
In fact, all formulae are so ambiguous that the government can 
use them alternatively to encourage real and wide-ranging free- 
dom in the market-place of ideas or to retreat to the situation 
as it existed before 1956. It may also use them to create—as it 
seems to be doing at present—certain contrived, intentional 
deviations. 

Quite apart from the ultimate domestic effect of these 
formulae, however, they remain significant for what they are 
intended to suggest to the countries of the Communist world 
and the countries of non-committed Asia. Above all they confirm 
more decisively than ever the ideological autonomy of Communist 
China. 
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family, the state and all nations are ordered in a harmony 
of good manners and propriety. The good man achieves 
his goodness by living in the proper relationships. Univer- 
sally the life of man is conceived in five essential obliga- 
tions or duties: between ruler and subject, father and son, 
husband and wife, elder brother and younger, friend and 
friend. 

The world is a unit in which these relationships should 
be adjusted properly with regard to the moral obligations. 
From the lowest man to the Celestial Emperor nature is 
arranged in harmony on the hierarchial principle. The 
natural ordering lays upon man the obligation to be true 
to “heaven’s will” or nature, whereby rational propriety 
will bring universal peace and order. When the husband 
is truly the husband, when the wife is truly the wife, when 
the younger brother is truly the younger brother, when the 
subject of the ruler is truly the subject—and so on through- 
out the entire order of mnature—then the rational and 
moral order is established and the calmness of peaceful 
harmony prevails. 

The central unit is the individual. He must order him- 
self. When the individuals in a family are ordered, then 
the family is an orderly and harmonious one. When the 
families are ordered, then the states are at peace. When 
the states are in proper relationship, then the nation— 
and all of nature—is in harmony. 

As a guide to men who may not know what is expected 
of them the Confucian literature unfolds and expounds the 
doctrines or rules of proper conduct, called li. The rules 
of li are like the tablets of Moses: they are ordained in the 
very nature of things—not man-made, but discovered by the 
wisdom of man. Those who follow li shall be preserved; 
those who violate li shall be destroyed. 

As soon as there was heaven and earth, there was the 
distinction of above and below (superior and inferior); 
when the first wise King arose, the country he occupied had 
the division of classes. ... The ancient kings established 
the rules of proper conduct... . to divide the people, to 
cause them to have classes of rich and poor, of noble and 
rae so that everyone would be under someone’s con- 
TLOM eaten 

Here is the endless ladder, extending from lowest to 
highest, with a place for everyone and everyone needing 
to find and acknowledge his place. Responsibility and bene- 
volence descend from everyone who is above downward to 
all who are below. Obedience and respect ascend upward 
from everyone to all who are above. ; 

This is not a place to defend the Confucian concept, 
but rather to explain it. It is not “democratic,” but neither 
is it as grounded in a sense of inequality as might at first 
glimpse seem apparent. In the Confucian concept sub- 
ordination does not mean subservience or inequality: it 
means orderliness. Men have an equality of capacity to 
live under li, ‘the foundation of strength and security... , 
the utmost human morality.” 

The apex of the Confucian system is the emperor. He 
is the “representative”? man: he “represents” natural order- 
liness, or nature, or “heaven.’’ All men are subject to him 
and he is protector of all men. He is designed to prevent 
all men from straying out of the paths of moral harmony 
or propriety. He is the cope stone. 
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The Confucian world is based less on a legal structure 
than on a system of rational propriety. Ritual has its 
significant place as a pledge to orderliness and harmony. 
Under the Eastern Asian world concept the Middle Kingdom 
under the Celestial Emperor had a proper relationship to 
those nations bordering on it and extending out from it, 
Korea being the nearest and the most intimately related. 
The nations outside of the Confucian system, those nations 
not yet brought into orderly harmony, were barbarian 
nations. China owed an obligation to harmonize them and 
bring them into the rational orbit which had prevailed 
around the Inner Kingdom for twenty-five centuries— 
broken by the violence of the Khans and a few lesser dis- 
turbances. 

Here is the answer to Korea’s subordination to China 
—and the basis on which it was at the same time both 
subordinate and independent, as the treaty negotiated by 
Shufeldt and the letter of the Korean King to the American 
President maintained. China was as a father to a son or 
an elder brother to a younger in its relationship to Korea. 
The younger brother or the son is of course independent— 
and yet he owes a certain reverent acknowledgment of sub- 
ordination to the orderly relationship of his position. 

s s s s 


The Western world with its concepts of international 
law, sovereignty, suzerainty, or dependency had no prepara- 
tion for understanding Korea or China. The Westerners 
were indignant at being called “barbarians” and rebellious 
against the ritualistic kowtow—even as a non-believer re- 
sents genuflection and the sign of the cross before the 
Christian altar. The centuries of preliminary and tenta- 
tive communication between the Chinese and the Western 
powers are filled with ludicrous examples of this complete 
failure to bridge the divergent concepts of relationships. 

When the government of George III approached China, 
the replies contained these condescending comments: 

You, O King, live beyond the confines of many seas, 
nevertheless, impelled by your humble desire to partake 
of the benefits of our civilization, you have dispatched a 
mission respectfully bearing your memorial. Your Envoy 
has crossed the seas and paid his respects at my Court on 
the anniversary of my birthday. To show your devotion, 
you have also sent offerings of your country’s produce... . 

It may be, O King, that the above proposals (for inter- 
course and trade) have been wantonly made by your Am- 
bassador on his own responsibility, or peradventure you 
yourself are ignorant of our dynastic regulations and had 
no intention of transgressing them when you expressed these 
wild ideas and hopes. I have ever shown the greatest con- 
descension to the tribute missions of all states which sincere- 
ly yearn after the blessings of civilization, so as to manifest 
my kindly indulgence. 

Here we have no concept of the equality of nations, 
but firmly an idea of China’s being the fountain of the 
blessings of civilization at which other peoples (barbarians) 
might come to receive the life-giving waters. 

American overtures received also what is considered in 
Western mores very haughty treatment, as a Chinese Minis- 
ter wrote this report: 

We have this day perused the reply of the American 
barbarians . . . (It shows that) in the matter of their pre- 
sentation at Court, nothing more can be done to bring 
them to reason. Besides, these barbarians, by their aver- 
ment that their respect for His Majesty the Emperor is 
the same as they feel for their President, just place China 
on a par with the barbarians of the South and East, an 
arrogation of greatness which is simply ridiculous. 

The Americans would not kowtow or regard the Em- 
peror with any marks of especial reverence, But Korea 
had for most of two thousand years accepted the light of 
Confucian learning, offered its ritual of subordination, ac- 
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cepted the calendar of the Chinese dynasties, had their 
own rulers invested by Chinese recognition, exchanged tri- 
bute gifts through ceremonial obeisance, and lived under 
the natural order of the Celestial Emperor. About 851 
A.D. an Arab visitor wrote that Korea sent gifts to the 
Emperor of China because “if they did not do so the 
heavens would not send them rain.” 

The relationship of Korea to China when the question 
became of political importance to the Western powers in 
the latter half of the nineteenth century was more nearly 
religious than political: and yet it was in the eyes of both 
nations political as well, for there was no separation for 
them between the two. 

In an Oriental family society what are the obligations 
of the relationship of elder brother to younger brother? 
Such a relationship cannot be measured under the accepted 
terminology of international law as Western diplomats 
were accustomed to using the terms. There is no legal cir- 
cumference to the relationships of elder to younger brother, 
or of younger to elder brother. Responsibility and reverence 
here are subject to the whole Confucian pattern of rational 
good manners and property. One Korean officer said in the 
middle of the seventeenth century, ‘How can we think of 
casting off our allegiance to China? . . . Though we live 
in a distant corner of the world, we have manners.” 

Koreans were very much like the Chinese in many ways. 
A Korean writer said: 

Our ceremonies, our enjoyment, our laws, our usages, 
our dress, our literature, our goods have all followed after 
the models of China. The great relationships shine forth 
from those above and the teachings pass down to those 
below, making the grace of our customs like to that of the 
Flowery Land, so that the Chinese themselves praise us 
saying, ‘Korea is little China.” 

Korea was a border state to China. It was regarded 
as having a kind of hedge relationship. The basic concept 
was one of family ties, and Korea was a protective frontier 
to China. Of course China had aided Korea at times of 
invasion or crisis. That was the elder brother role. The 
relationship between the two was not legally defined, but 
that does not mean that it was not clearly understood by 
themselves, even if the lack of an objectively stated pattern 
did prove mystifying to the Western diplomats. The 
American Minister to China in 1882, John Russell Young, 
expressed his amazed incredulity at the situation in which 
China suppressed a grave domestic disturbance in Korea, 
even removing Tai Won Kun, the King’s father, to China 
under Chinese custody, with various assertions of respon- 
sibility and authority, “and yet in the treaty made by Com- 
modore Shufeldt, the independence of Korea is acknow- 
ledged.”” What the Honorable Mr. Young did not under- 
stand was the responsibility of a Confucian elder Brother. 

Korea was shu-pang. It was connected with, pertain- 
ing to, depending on, subordinate to—and yet for Western- 
ers to interpret it as a vassal kingdom was very misleading. 
The relationship is one of Kinship. The two—China and 
Korea—were of the same house or line and the one was 
as an elder brother to a younger. 

It should be understood here that the elder kept a 
hands-off attitude toward the younger. There was no 
bullying attitude of domination. Laissez faire prevailed. 
But the relationship was certainly stronger than that of 
offering advice. In the event of crisis or disaster or need— 
if the welfare of either member of the relationship were 
at stake—the authority and responsibility of the elder 
were absolute. 

a * * * 

With the Western push on Korea for treaty arrange- 
ments came the necessity—in Western eyes—for explicit 
statement as to Korea’s relationship to other nations: a 
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matter which, in the light of twenty-five hundred years 
of Confucian familial patterns, could not be stated in legalis- 
tic terms because it was a matter of ritualistic good manners 
and rational appropriateness. The Japanese forced from 
Korea and China in 1876 a treaty which stated that Korea 
was an independent state, “enjoying the same sovereign 
rights as does Japan.” That the treaty was wrung from 
Korea against its wishes is certain from the fact that it is 
dated by the Japanese rather than the Chinese or Korean 
calendar. 

Japan, being newly initiated into the legalism of 
Western international law, exercised its new dialectics on 
the Chinese foreign office by asserting that if China did 
not assume responsibility for Korean actions against a 
Japanese survey party which was fired upon, it was re- 
nouncing any control over Korea at all. The Chinese re- 
plied: 

Whereas Korea has always been a (lependent state of 
China and whereas the word dependent is synonymous with 
the word subordinate it is hard to conceive that a state can 
be dependent to another without being subordinate. Further- 
more, in replying to you we have never made the statement 
“the territory is not subordinate to China.” 

The King of Korea wrote to the Emperor of China 
on November 25, 1801: 

His Imvzerial Majesty knows that since the time when 
the remnants of the army of the Yin dynasty migrated to 
the East (ca. 1122 B.C.), the little Kingdom has always 
been distinguished by its exactness in fulfilling all that the 
rites prescribe, justice and loyalty, and in general by fidelity 
to her duties. 

Even though the Western nations were united in push- 
ing Korea away from China through the legalism of their 
approach to international law as over against the concept 
of propriety of the Confucianistic pattern, Korea was slow 
to renounce its ceremonial dependence. The representatives 
of the Western nations in Seoul and Peking in the fall of 
1890 were treated to a manifest representation of reveren- 
tial relationship. The Korean dowager queen diel and the 
Korean King dispatched a messenger of high rank to inform 
the Emperor of China. He sent along a letter expressing 
his subordinate relationship (even though treaties with half 
a dozen countries had within the decade affirmed the inde- 
pendent sovereignty of Korea) : 

Our country is a small Kingdom and a vassal State of 
China, to which the Emperor has shown his graciousness 
from time immemorial. Our Government was enabled to 
survive the political troubles of 1882 and 1884 through the 
assistance received from the Throne, which secured for our 
country peace and tranquillity. Since His Majesty has been 
good enough to confer these favors upon us, we shoul 
make known to him whatever we desire; anil whatever we 
wish we trust that he may allow, as to an infant confiding 
in the tender mercies of its parents. 

The Celestial Emperor sent in reply a mission to carry 
the condolences of China. Korea received this special 
embassy from China in a special way, with four high rank- 
ing officials meeting it at four different points between the 
coast andl Seoul, one at Chemulpo, another mid-way on the 
road, a third at the suburb outside of the capital, a fourth 
at the special Palace which was used only on the occasions 
of receiving imperial embassies. The kowtows here were 
something for representatives of «democratic republics to 
view with amazement. The Korean King himself went 
outside of the city gates to meet the mission. After days 
of ceremonial visits and the reading of imperial decrees 
before the tablet ‘of the deceased queen, the Chinese re- 
turned home, being escorted outside of the city gates by 
the King himself. 

The American minister in Seoul 
understand something of the situation. 


was beginning to 
“The head of a 
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family in the East has a far higher position than he has 
in the West,” he wrote, “and the elder brother has a real 
authority over the younger, a claim for service and de- 
votion, which we can never recognize or understand.” 

His last clause here expresses the American attitude— 
and that of the other Western nations (in which camp 
Japan was now solidly located)—-as American diplomacy 
joined in pushing Korea toward some relationship which 
the Western powers could understand: either independence 
or dependency. 

x * * * 


In the meantime the Chinese, whose position had been 
built up and was maintained on patterns other than those 
otf military force, had to be content with occasional ex- 
pressions of their point of view as they saw their Empire 
carved to bits at the close of the century. The Chinese 
Times for November 3, 1890, expressed editorially the justi- 
fication of the ancient Chinese pattern: 

To establish such relations with their outlying neighbors 
as that the latter should almost feel proud of owning an 
allegiance to the Great Emperor, which cost nothing, yet 
which on the one side secured the empire from attack and 
on the other supplied the stable force which kept chieftains 
in their seats and Kings on their thrones, was not the work 
of children, but of statesmen of the first class. To make 
policy accomplish the purposes of marching armies is the 
triumph of mind over matter which is the crown of state- 
craft, and probably no government ever attained such per- 
fect results in this direction as that of China has done. 

The question so important to Korea’s future was argued 
out in the summer of 1883 in Peking between the Great 
Chinese diplomat and government leader, Li Hung Chang, 
and the American Minister, John Russell Young. Li was 
the dominant figure in Chinese policy-making circles of that 
time. He was guardian of the heir to the throne, Com- 
mander-in-Chief of the armies and navies of eighteen pro- 
vinces, Commissioner of coast defense. He had negotiated 
the treaty for Korea with Commodore Shufel|t and he had 
the responsibility of interpreting Chinese policy in relation 
to that treaty with Japan and the United States. 

Young argued that the relationship of states must be 
clearly and legally defined’ and described, after the Euro- 
pean conception of international law. Li described the old 
Confucian customs of subordination, This relationship was 
of the utmost concern to China. Li wanted to know, could 
the Western powers assume that their own conception of 
international law applied in their own way was the only 
system of international relations? Hadn’t the Confucian 
system antedated the Western system by centuries? Li 
could see “no reason why the outside nations should destroy 
relations that had existed between China and their out- 
lying nations for ages. They had gone on well together, 
doing each other good.” 

Korea was an outlying nation of the Confucian familial 
pattern, caught in the pressure of Western demands for a 
clarification of relationship. The younger brother-elder 
brother idea did not fit the Western treaty-making patterns. 
Just after Korea signed the treaty with the United States 
in 1882, based on the idea of its independent equality of 
status, the Chinese could enter Korea, quell mob <isturb- 
ances, deport the King’s father—and be thanked officially 
by the Korean King: as a younger brother would appreciate 
the help of his elder. Li at the time could—and did—say, 
“T am King of Korea whenever I think the interests of China 
require me to assert that prerogative.” 

Korea would not object to that statement. The rela- 
tionship of the younger to the elder was understood and 
accepte(| by both nations. That was the relationship which 
the pressure of the West upon the East destroyed at the end 
of the nineteenth century. 
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ASIA AND EUROPE 


By David Shlomi 


There has been a great deal of discussion recently about 
two separate trends in Israel foreign policy. The first of these 
is the Asian, which emphasizes the need for Israel to find its 
place among the nations of the region and among the states 
of Asia which have achieved independence since the Second 
World War. The second trend is the European, which argues 
that closer political, economic and cultural relations with the 
countries of Europe will best serve the vital interests of Israel. 
In reality, however, these two tendencies do not conflict. 


The aim of Zionism was not only the establishment of a 
Jewish State or the creation of a new society according to 
Herzl’s vision, but also cooperation with the Arab peoples 
awakening to a new spirit of activity after the destruction of 
the Ottoman Empire. 


Unfortunately, however, the leaders of the Arab national 
movement saw in the Jews not allies in their struggle for 
political independence but invaders and enemies. After the 
establishment of the State of Israel, and particularly after the 
signing of the Armistice Agreements, it seemed at times that 
the Arabs had begun to grasp the meaning of the Jews’ return 
to their homeland and to accept their intense desire to rebuild 
the desolation and to live in peace with their neighbours. 


A short time before the establishment of the State it had 
seemed possible that King Abdullah, a practical and intelligent 
ruler, would find some path to agreement with the Jews in 
Palestine. Even before the establishment of the State, and 
again immediately after the War of Liberation, the Jews had 
established contact with Abdullah. These discussions might 
have borne fruit were it not for the intransigence of the other 
Arab States, which branded as treason every hint of contact, 
to say nothing of negotiations. 


For a time, too, Israel had placed some hopes in the leaders 
of the WAFD, many of whom had come to recognize the 
strength of Israel and its constructive role. But these hopes, 
too, were disappointed. The WAFD failed in this, as it failed 
to wipe out corruption in its own land, or to establish a truly 
democratic regime for the benefit of the masses of the people. 


Naguib’s rise to power, in turn, awakened new hopes, and 
Ben-Gurion’s dramatic appeal to General Naguib to work for 
Egyptian-Israeli agreement, since there were no conflicts be- 
tween the two which could not be solved by negotiations, is 
still remembered. 


All these hopes were frustrated because the Arab leaders 
had not learned to understand the new reality of the Middle 
East after the Second World War, and were beset hy the 
dream of destroying Israel and driving its people into the sea. 


The cornerstone of Israeli policy has been, with scarcely 
any divergence of opinion between the various parties, the 
desire for close cooperation with the neighboring Arab states 
for the benefit of all the peoples of the region. To those who 
stood at the helm of the Jewish state it was clear that its 
development depended to a great measure on her relations with 
the Arab states in the field of politics, security, economics and 
culture. 


The political sphere: The international situation which 
developed after the Second World War reduced the importance 
of small and isolated states and enhanced the importance of 
blocs, not only of the two world powers but also of the regional 


groupings whose influence has grown in the United Nations 
and for whose favor the world powers compete. Israel would 
be interested in becoming a member, equal in rights as in 
duties, of the bloc of Middle East nations. 

Security: Peace between the Arab states and Israel would 
have meant for the latter the possibility of diverting large 
sums to development and the absorption of immigration. The 
arms flowing to the Arab states are aimed today only at Israel. 
The funds invested in these arms could have found much 
better use even in the richest of the Arab lands. Further, it 
is clear beyond doubt, today, that, were it not for the arms 
deal with Czechoslovakia, Nasser would have received American 
funds to build the high dam at Assuan. 


Economics: Before the War of Liberation the Jewish 
sector of Palestine provided an excellent market for the agricul- 
tural produce of the Arab states. Israel would undoubtedly 
have continued to import this produce in exchange for industrial 
exports. One of the reasons for the backwardness of the 
neighbouring countries, apart from the absence of capital for 
large investments, is the lack of technical experts. Israel could 
have been of great aid in filling this need. 

Culture: Close cultural relations between Israel and her 
neighbours would have served as a stimulus to the development 
of the cultural forces of both peoples. Such cultural coopera- 
tion is possible, and even necessary, in the fields of education, 
science, literature, art and sport. 

Eut it was not only the Arab states which refused to 
recognize the presence of Israel in the Middle East; the newly- 
liberated states of Asia failed to understand the difference be- 
tween Jewish immigration to Israel and English colonization in 
Rhodesia or Kenya, or French settlement in Tunis and Algeria. 
Fearful for their new independent status, they saw in every 
newcomer an enemy and invader, threatening the sovereignty 
and autonomy of the peoples of Asia and Africa. 


Mighty India, which won the respect of the world for its 
struggle against the cold war and the division of the world 
into two blocs, has persistently refused to establish diplomatic 
relations with Israel, although she has long since “recognized” 
her in theory. The Asian nations which met in the famous 
Bandung Conference agreed under Arab pressure to exclude 
Israel from the Conference and then adopted resolutions against 
her without allowing her to plead her case. 


Under the influence of this mistrust the members of the 
Afro-Asian bloc on many occasions yielded to Arab pressure 
and voted resolutions against Israel. 


= * * * 


The case of Europe was different. Though many Jews. had 
been compelled to leave Europe because of the attitude of the 
population and the regimes, which had seen in them a “foreign 
element,” the European governments recognized Israel and 
welcomed her establishment. And this was not the case of 
Western Europe alone, where, although in various periods the 
Jews had suffered at the hands of anti-Semitic groups, they 
had for the most part enjoyed freedom and quality, or of 
Scandinavia, where the Jews had always been equal citizens 
under the law and in practice, and where both the Governments 
and the population had done so much to save Jews from the 
Germans. Soviet Russia, too, and the other countries of Eastern 
Europe, welcomed the establishment of Israel. 


(Continued on Page 804) 
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THES STRUCTURADS HISTORY OF HONGKONG 


By Bryan P. Ruxton 


(Formerly Lecturer in Geology, Hongkong University) 


In many instances mineral deposits are found to be 
associated with certain types of structures. Indeed econo- 
mic geologists frequently speak of the structural control 
of the emplacement of a deposit. This short paper sum- 
marises very briefly what is known of the general struc- 
tural history of the Hongkong region and will serve as a 
foundation for further and more cletailed studies. 


The NE-SW structural trend of this region has been a 
feature on which nearly all workers have commented. In 
Hongkong this trend is shown by topographical features, the 
strike of the Older Sedimentaries, and the principal trend 
of the granitoid-porphyry dykes and shear fractures. Thus 
Tolo Channel with its adjacent arm of land points like a 
finger to the elongated island of Lan Tau. 


Gregory, however, noticed something more; the com- 
plementary trend in a NW-SE direction. He wrote of the 
“two sets of fractures intersecting at right angles, such as 
are typical of fiord-districts.” A glance at the geological 
and topographical maps shows quite clearly a dominant 
north-easterly trend with a subordinate north-westerly modi- 
fication. 


In the past little attention has been given to the struc- 
tural details or the structural history. W. Schofield in a 
report on the geology of Hongkong (unpublished) written 
in 1923 proposed a Permo-Carboniferous sedimentary system 
in the Tolo Harbour area and three episodes of igneous 
action. Of the north-western area of schists and slates 
(called the Lok Ma Chau Formation on the 1936 Map), he 
wrote :—“. . . I believe it to be a syncline with axis roughly 
NE-SW, of which the western limb is vertical and _ the 
eastern limb dips about 45° NW which indicates thrusting 
from a NW direction.’ He also noted thrusts on Ah Chau, 
Ma Sze Chau, Cheung Shui Tau; in the latter locality the 
thrust plane had a strike of NNE-SSW and dipped at 35° 
to the WNW. 


At Ledge Point and Kat O he proposed a large recum- 
bent fold to account for the reversal of the  volcanic- 
sedimentary succession. His evidence was presumably 
based on the fact that a limestone believed to be of Permian 
age rested apparently conformably on sediments and _ vol- 
ecanic rocks believed to be of Post-Permian age. Undis- 
turbed conglomerate (actually a red breccia) was recorded, 
resting unconformably on these older rocks and structures 
and W. Schofield stated that they are “. . . the most recent 
sedimentary series in the Colony.” 


He also noted various faults and crush breccias and 
postulated that the Hongkong granite was a Tertiary feature 
because it showed no signs of stress. He considered that 
the theory of an anticline along Tolo Channel was attractive 
but that the evidence for it was very slight. 


Heim (1929, pp. 18-19) noted two phases of folding 
as follows:—‘The first one is older than the Red Beds but 
younger than Liassic, thus probably of Neo-Jurassic time 
(Yen Shan No. 1). The second one is younger than the 
Red Beds, of Neo-Cretaceous or older Tertiary age, and 
belongs to the Alpine orogenetic movement. This latter has 
been strong enough to cause some dynamo-metamorphism, 


and to erect the Red Beds to 457, in some places of south 
Kwangtung even to nearly vertical bedding (Wampoa).’”’ 


The Canadians distinguished two major periods of 
mountain building and igneous intrusion, the Jurassic (Yen 
Shan No. 1) and the Laramide (Yen Shan No. 2). S.J. 
Schofield wrote in Williams, 1945, p. 94: “The general 
structure of the Hongkong region is that of a southwesterly 
plunging anticline which strikes north-east parallel in trend 
with the Coast Range of China. The axis of the anticline 
passes almost exactly through the centre of the area anil 
is marked by a depression called Tolo Channel’. 


The gneissose and schistose rocks in the north of the 
Colony have often provoked comment, (Weld, 1914, p. 237: 
W. Schofield, 1920, p. 47: Brock, 1926, p. 587: Williams, 
1948, pp. 103, 106-107). Recent work has demonstrated 
the existence of a major thrust zone in this area which 
affects the Red Beds. This period of Tertiary thrusting pro- 
vides the key to the structural history of the Colony, which 
is now interpreted as follows:— 


DULG Ys ate Soe ee wg ks rl ee Pre-Late-Pliocene? 
THiristing we sees cok ee eee Mid-Tertiary 
Igneous Intrusion and more folding 


E-SW 
Folding NE-SW 


Upper Cretaceous? 
Mid-Jurassic 


Lack of evidence prevents any accurate diagnosis of pre- 
Jurassic earth-movements, though it is probable that a period 
of folding and faulting separates the Permian and Lower 
Jurassic sediments. 


The fact that the Acid Volcanics rest at different levels 
on the Older Sedimentaries around Tolo Channel indicates 
an unconformity between these rock-groups. The Older 
Sedimentaries were strongly folded along NE-SW axes, 
lifted and eroded, between Upper and Lower Jurassic times. 
Owing to later disturbances it is not clear how much of the 
present structure is attributable to this movement. Thus 
the local N-S. axes of folding around the head of Starling 
Inlet, and the local overturning along Tolo Channel may or 
may not be Mid-Jurassic features. 


The course of the later Mesozoic earth-movements is 
not at all clear. There is a well marked structural dis- 
cordance between the Acid Voleanics and the quartz- 
porphyry sill. The volcanics are foliled into open anticlimes 
and synclines with axes trending NE-SW, whereas the sheets 
are not so affected. Moreover the latter have been shown 
to be markedly transgressive on Lan Tau. A further period 
of gentle folding is suggested, some time in the Cretaceous 
period. 


The outcrops of granite form patches which are elon- 
gated in a NE-SW direction and recent geological maps of 
China show the cupolas as ellipses with long axes in this 
direction. The later dykes show even clearer directive ten- 
dencies. Nearly all the acid members trend from 45 to 90 
degrees (true bearing) and occupy a wide zone of fractures 
from central Lan Tau to Tolo Harbour. The basic dykes 
in the east of the Colony run north-south and become in- 
creasingly abundant towards the south. 
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The large thrust zone in the north of the Colony is 
the most spectacular and significant feature of our geology. 
Without the illuminating concept of thrusting we are led 
to multiply our voleanics and therefore igneous cycles: our 
voleanics must become intrusive lest they be overlain by 
Older Sedimentaries, and our Red Beds must be changed 
into ‘reddened white beds’ lest they become sheared. 


The interpretation of the geology of this Colony rests 
mainly on evidence gained from a study of the contacts 
of the Red Beds. The Canadians did not mention the 
words “‘Red Beds” in their reports of 1926 (Brock and S. J. 
Schofield: and Uglow), and the “‘Tolo Channel Series’? were 
shown to comprise all sedimentary divisions in the north- 
east on the 1926 geological map. Yet Heanley, in 1923 
and 1924, had already mapped this rock-group. 


When the geological map of 1986 was published, the 
Red Beds were shown on it including only about one quarter 
of the area mapped by Dr. Heanley, the remaining three- 
quarters were depicted as Pat Sin Formation. The southern 
contact was placed at a low col on the crest-line of the Pat 
Sin Cuesta. In the field the author could not find the 
slightest evidence for this change. 


It is now quite clear that the Red Beds are as extensive 
as mapped by Dr. Heanley, further that they are very much 
involved in the dynamo-metamorphism to be seen to the 
south of Starling Inlet. Here highly sheared slices of Acid 
Voleanics and Red Beds with a mylonitic base are thrust 
southwards over unaltered Acid Volcanics and Red Beds. 
At least three thrust planes can be recognisec| above the 
sole in this area. To the west, from Mai Po to Lan Thin 
Chin, the sheared Older Sedimentaries are thrust over the 
sheared Acid Volcanics and again a thin layer of mylonite 
can be seen on the contact. Many other smaller thrusts 
are suspected, e.g. the major fault along the Tolo Channel, 
and perhaps within the older sedimentary succession imme- 
diately to the north of Tolo Channel; but there is as yet 
insufficient evidence to-go on. These Mid-Tertiary move- 
ments were not merely confined to the-north of the Colony. 
Intense dynamic metamorphism occurs at innumerable locali- 
ties in many parts of the Colony. Shattering and shearing 
occurred most readily on the margins of the more resistant 
rock masses. 


Thus the sedimentary types are the most affected. In 
the Red Beds quartz veins trending north-south are abun- 
dant in the well cleaved shale bands but are truncated 
abruptly at their margins with the massive conglomerates. 
Along Tolo Channel many of the shales and siltstones are 
cut by shear zones and in places the conglomerates are 
affected as well. In the Castle Peak Valley ash bands are 
now sericite phyllites whereas the welded tuffs have only a 
platy fracture. 


In the more massive volcanic masses and quartz 
porphyry sheets the stresses were relieved by intersecting 
fractures locally producing a platy structure in the rocks. 
While in the granite cupolas the movements seem to have 
been confined to intensive shearing along major points, dykes 
or faults. Thus along the tunnel from Tsun Wan to Tai 
Lam Chung nearly every dyke is schistose, at least on its 
margins. 


We have then an impression of a stable continental 
block being violently crushed near its margin*. The crush- 
ing is concentrated along a thrust zone in the north while 


* See Gregovy, 1929. p. 24, Fig 6: note Richthofen’s fracture line is shown 
running to the seaward of Hongkong. 
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elsewhere the units of the blocks shuffled one against the 
other seeking for a new stability. 


No marine strata of post-Cretaceous age are known in 
south China and it would appear that the Red Beds in 
Hongkong have never been covered with a superincumbent 
layer of later materials. Thus the movements must have 
taken place very near the ground surface. 


The thrusting was followed by a period of high angled 
faulting; NW-SE., and NE-SW. These fractures, often fill- 
ed with fault breccia, are very common all over the Colony 
and seldom appear to have a throw of more than 100 feet. 
The north-westerly trending set are very clearly displayed 
on Lan Tau, and in the north-east of the Colony. In the 
latter locality, dozens of these fractures occur, and one 
is quite large. It commences near the head of Starling 
Inlet and runs SSE., (displacing the thrust faults) through 
the Chung Mi Valley into Plover Cove where it separates 
Harbour Island from the Mainland. 


The north-easterly trending set are more difficult to 
diagnose as most of the earlier movements occurred along 
this direction. Heanley, however, traced a large fault from 
Lai Chi Kok to Shatin, and the fault breccia occurs in Tide 
Cove as a low ridge at low tide (at 585114). This fault 
probably continues along Tide Cove, bending around Tolo 
Channel and seems to be the only major high-angled fault 
in the Colony. 


It is significant that this large fault separates two very 
distinct areas as follows. In the north-west one finds: 
abundant granitoid-porphyry dykes: the dolerites trend 
ENE-WEW and are often composite with  granitoid- 
porphyries: no greisen has been reported: shear zones are 
very common: the area includes most of the dynamically 
metamorphosed rocks and: the area includes the main out- 
crops of the older sedimentary rocks. The south-east in 
contrast shows: very few granitoid-porphyry dykes: dolerites 
trend N.-S. and are never composite: greisen is common 
near the contacts of the granite: shear zones are rare: the 
area contains the freshest rocks in the Colony: only one 
small outcrop (possibly two) of older sedimentary rocks 
occurs. 


It is difficult to decide the relative movement of this 
fault. Along the Tolo Channel there is no correspondence 
of structural features on either side and there is no evidence 
of an anticlinal structure save for the structure of the Red 
Beds. These dip to the ESE on Port Island and Heim (1929, 
p. 11) postulated a large anticlinal along Tolo Channel and 
S.J. Schofield repeated this. If it were, however, we would 
expect some continuation of the Red Beds on the mainland 
to the south, but there is none. 


The Upper Palaeozoics and Lower Jurassics on the 
north-west oppose the Upper Jurassics and minor Cretacic 
granite on the south-east. This would point to a down 
throw on the south-east. On the other hand the granite 
extends further north-east into Tolo Harbour on the south- 
east side of the fault and this would give an opposite throw 
unless some lateral movement has occurred. Such lateral 
movement is likely if this fault is thrust-like as is believed 
by the author. : 


Here is a structural feature only second in importance 
to the northern thrust zone and the author would suggest 
a downthrow to the south-east. Thus giving support to W. 
Schofield’s hypothesis that Hongkong is at the edge of crus- 
tal blocks which foundered in Tertiary times. 


The age of all these Tertiary movements is Post-Red 
Beds and pre-Breccia Beds and would then be about mid- 
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JAPAN’S FOREIGN INVESTMENTS AND ECONOMIC 
DEVELOPMENT OF SOUTHEAST ASIA 


After World War II economic development of back- 
ward countries has attracted the increasing attention and 
interest of advanced nations and less-advanced nations as 
well. Hitherto the less-developed countries have received 
a considerable amount of foreign capital, through private, 
governmental, and international channels, and this financial 
assistance has begun to work relatively well. Japan on 
her part has taken a deep interest in the economic develop- 
ment of Southeast Asia which, since the war, has grown in 
importance as a principal market for the overseas trade of 
this country. With the nation’s foreign trade expanding 
in recent years and foreign exchange reserves on the in- 
crease, measures to facilitate investments abroad have come 
to be taken in earnest as a means of collaborating with the 
Southeast Asian countries in their economic development. 


It is commonly accepted that private investments are 
made abroad solely because of the larger returns they yield 
as compared with those at home. So far as Southeast Asia 
is concerned, however, the high rate of profits could not be 
a salient factor influencing investments there. The induce- 
ment for investing in that region is more likely to come 
from the advisability of Japan opening up markets for her 
exports and imports through economic development there, 
which would, in turn, enable the Southeast Asian countries 
to increase their industrial production and enhance standards 
of living. The question of paramount importance is how 
to expedite private investments abroad, and to what extent 


Tertiary time, corresponding with the Alpide Orogeny of 
Europe. 
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the Japanese Government should take the lead in tackling 
the basic problem of cooperating with the less-developed 
countries in their economic development. 


PRESENT STATUS OF JAPANESE INVESTMENTS 
ABROAD 


1. Forms of Foreign Investments 


After the war, government investments have been 
placed in the International Monetary Fund, the International 
Bank for Reconstruction and Development, and the Inter- 
national Finance Corporation in the form of subscriptions 
totaling $302,769,000. The Export-Import Bank of Japan, 
established in 1950, is authorized, as part of its function, 
to invest abroad to 2 limited extent, but which until now 
has not acted as a banking organ for direct foreign invest- 
ment such as the Export-Import Bank of the United States. 

Investment of short-term capital, which is usually re- 
deemed within a year, will be set aside from consideration 
here. In this connection, however, a question arises as to 
how to deal with plant exports. Instances in which pay- 
ment for plant exports is made within a year will be 
treated as short-term capital movements accompanying com- 
modity transactions. But when the shipments are paid for 
in a time period exceeding one year, the payment may be 
regarded as long-term capital investment. If the export 
trade is to be accompanied by technical aid or conducted 
on condition that raw materials will be purchased from the 
importing country concerned, it will come statistically under 
the category of long-term foreign investment. Thus, plant 
export is playing an important role in Japan’s economic 
cooperation abroad, and therefore warrants due considera- 
tion in any appraisal of her overseas investment activities. 

On the other hand, foreign investment in securities in 
the international market is rigidly restricted by the Foreign 
Exchange Control Law of Japan, and it is now’ not au- 
thorized in principle. Foreign securities held by the Gov- 
ernment to operate as part of the country’s foreign exchange 
reserves are invariably of short-term duration. In view of 
their exclusive nature, no reference will be made to port- 
folio investments as are made by overseas branches of the 
banking institutions and trading firms in operating their 
foreign currency funds. 


2. Post-War Performance 


Table 1 shows the foreign investments the Government 
has authorized since the war up to the end of March 1957. 
Of the accumulative total, foreign shares acquired account 
for $16,136,000 for 47 cases and loans $12,124,000 for 24 
cases, making a total of $28,260,000 for 71 cases. Foreign 
investments in the form of technical cooperation or service 
contracts number 69 cases in total. It is to be noted, how- 
ever, that these instances include the cases of investors who 
have already withdrawn their credits or the undertakings 
that have obtained official authorization. All this suggests 
that the foreign investments so far made are not particular- 
ly significant in scale. As can be seen from Table 2, how- 
ever, there has been a gradual increase in foreign invest- 
ments year after year, and the problem now to be solved 
concerning investment activity abroad is how to facilitate 
capital outflow, and what prospects it has for the future. 
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TABLE 1 
Direct Foreign Investments 
(As of March 31, 1957) 
(in U.S.$1,000) 
Technical 
Shares Loans Cooperation 
Cases Value Cases Value Cases 
North America 2 1,650 ul 129 4 
Central & South America 13 10,993 6 LS, 6 
Southeast Asia 30 3,247 16 10,559 56 
Other areas 2 2453 31! 279 3 
Total 47 16,136 24 12,125 69 
Source: Ministry of Finance. 
Note: Acquisition of shares excludes the cases of setting up overseas 
branches of financial institutions and trading firms. 
TABLE 2 
Yearly Breakdown of Foreign Investments 
(As of March 31, 1957) 
(in U.S.$1,000) 
Technica, 
Shares Loans Cooperation 
Cases Value Cases Value Cases 
1950 i 
1951 1 
1952 4 
1953 10 
1954 18 
1955 22 
1956 13 
69 


3. Types and Purposes 


Direct foreign investment mainly takes the form of ac- 
quiring foreign shares by investing capital in cash or kind 
for the establishment of a joint venture. The foreign 
shares thus acquired naturally yield dividends due to them, 
but the main object of Japanese investments of this kind 
lies in connecting them with her exports of manufactured 
goods and imports of raw materials. In other words, such 
investments serve the dual purpose of economic develop- 
ment of the contracting party and cultivating new markets 
for the promotion of this country’s overseas trade. 


To show a few examples, capital investment in a joint 
company manufacturing fountain pens and ink, while earn- 
ing due dividends, will be accompanied by the export of 
vaw materials from Japan for making such products. Like- 
wise, export of bottle producing machines will accompany the 
establishment of a joint manufacturing company for making 
glass bottles through capital investment in cash. For the 
creation of a joint firm manufacturing textile machines 
this country will export their parts and accessories. Export 
commodities tied up with such capital investments include 
raw materials, machine parts and semi-finished products. 


Capital investment to be accompanied by imports aims 
at continuous purchases of raw materials, mostly mineral 
products, for which Japan depends highly on overseas re- 
sources on relatively favourable terms for a long duration. 
For instance. a mining company in Japan will invest capital 
abroad for the development of an iron ore mine, which, in 
turn, enables the investor to import iron ore, and to receive 
such dividends as the shares acquired may yield. Capital 
investment in a tin ore mine abroad will enable the investor 
to purchase a certain proportion of tin ore produced there 
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on favourable terms. Investment by a lumber mill in the 
exploitation of a forest will place the investor in an ad- 
vantageous position to obtain the timber. 


There are many other instances of direct capital in- 
vestment that are closely tied up with technical association. 
For instance, the technological information offered abroad 
as part of capital is a source of revenue including royalty 
on patents, and the technicians dispatched abroad get speci- 
fic remuneration for their technical guidance. 


Ratios of share investment in enterprises abroad differ 
case by case from 10 per cent to the full amount of the 
capital needed. Most of the Southeast Asian countries set 
percentages allowable for the acquisition of shares by for- 
eign investors. 


Still other cases of direct investment abroad take the 
form of making loans for financing development schemes. 
By lending money or industrial equipment, or offering 
manufacturing techniques and the like, an investing coun- 
try attempts to develop natural resources, and subsequently 
to import the products. This sort of foreign investment 
is applied to credit extensions to countries where the ac- 
quisition of shares by foreign investors is prohibited by 
law At present, it is resorted to for the development of 
mines, of which there are a few cases. 


“Technical cooperation” is a form of foreign invest- 
ment Japan is adopting in many an instance, and its future 
development is much hoped for. Assisting enterprises by 
means of offering the grant of patents or privilege of using 
trade marks, supplying blueprints or technical information, 
or dispatching technicians, Japan seeks to obtain from con- 
sequent sales a certain rate of royalty or remuneration for 
technical guidance. Some cases of technical cooperation 
attend exports of equipment, parts and raw materials, and 
in other cases imports of semi-finished products. Besides 
technical guidance, there are such services as surveying, 
designing and supervising works. 


4. Area Pattern of Foreign Investments 


The area distribution of Japan’s foreign investments 
forming the acquisition of shares shows that Central and 
South American countries, particularly Brazil, Mexico and 
Argentina account. for a fairly large proportion in value. 
For these countries are very positive in capital introduction 
for the economic development and improvement of their 
external balance of payments position. Moreover, restric- 
tions on foreign capital induction are relatively insignificant 
compared with those in certain other countries, and foreign 
exchange control is so relaxed as to permit the remittance 
of profits earned by foreign capital generally in a liberal 
manner. For these reasons, there is a huge amount of 
capital flowing into these countries not only from Japan, 
but also from the United States, West Germany and other 
countries, and from such an international organ as the In- 
ternational Bank for Reconstruction and Development. In 
addition, national feeling, generally speaking, favours the 
inflow of foreign capital, and under the multiple exchange 
rate system ruling in these countries, imports of consumer 
goods and finished products are rather high in price in 
terms of their own currencies, and therefore capital invest- 
ments in these lines of industry yield high rates of profit. 
Furthermore, purchasing power of the population stands at 
a high level, and commodities are dealt in comparatively 
more extensively than in other countries. Under such 
favourable investment conditions Japan has made an ap- 
preciable advance primarily in the textile industry field 
whose counterpart in Japan is capable of investing abroad. 
In Southeast Asia, on the other hand, Japanese investments 
so far have not made any remarkable progress except for 
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mining development in a certain part of the region. 


Major 
reasons for this inactiveness are as follows: 


_ 1. Regulations governing introduction into Southeast 
Asian countries are incomplete. There are many cases in 
which foreign remittances of profits from investments in 
this region are without benefit of legal sanction. 

2. Many countries of Southeast Asia have become in- 
dependent of colonial control since the end of the war, 
and national sentiment seems rather skeptical about the in- 
duction of foreign capital. In most of those countries, 
holdings of foreign capital are limited by law, and further, 
capital accumulation of private enterprises is so small that 
they have difficulty in finding partners abroad. In countries 
where a socialistic influence is gaining ground, nationaliza- 
tion of enterprises poses another question. 

3. Satisfactory results of investment are hard to ob- 
tain in view of the low level of national income and in- 
complete facilities of basic industries including transporta- 
tion. 

4. In many countries where political unrest prevails, 
investment is attended by great risk. 

Under the circumstances, it is only natural that the 
motive prompting investments so far made in this region 
has been mainly the promotion of accompanying exports or 
the facilitating of raw material imports, rather than to 
take profits. Herein lies the reason why mining develop- 
ment accounts for a major part of this country’s foreign 
investments. 


In the field of technical cooperation, on the other hand, 
Southeast Asia has taken the greater part in every line of 
industry. Particularly in India technical cooperation ex- 
tended to date has in large part been with the machinery 
industry. : 


Since Japan’s funds available for overseas investment 
are far from abundant, and according due deference to the 
Colombo Plan, technical cooperation is considered the most 
suitable and effective way of investing in this region of 
the world. 


SOUTHEAST ASIA’S DEVELOPMENT PROJECTS AND 
ATTITUDE TOWARD CAPITAL INTRODUCTION 


Gaining political independence following World War II, 
Southeast Asian countries without exception worked out 
economic development projects calling for the attainment of 
economic self-sufficiency, increased production and employ- 
ment, and set out to attain their materialization. The 
schemes differ from country to country by reason of the 
environments of the respective countries, but basically aim 
at departing from mono- to multi-culture economy through 
industrialization. However, in many cases immediate ob- 
jectives in view appear to have been directed toward deve- 
loping agriculture and strengthening public utilities. 


A point these development projects have in common is 
that they are heavily dependent on foreign capital for 
their implementation. In such under-developed countries 
where capital accumulation is inadequate, national policies 
ot credit expansion and compulsory savings can succeed only 
at the sacrifice of national] livelihood, and the administrative 
authorities have no alternative but to turn heavily to foreign 


capital for the procurement of development materials. It is 
understandable, therefore, that these countries should put 
emphasis inevitably on agricultural development rather 


than on industrialization in order to increase exports to 
acquire foreign currencies. 


The following table shows to what degrees Southeast 
Asian countries depend on foreign capital for their econo- 
mic development as envisaged in the Colombo Plan. 
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TABLE 3 

Dependence on Foreign Capital (Colombo Plan) 

(in Stg. £ million) 
(B) ¢, 
Total Cost (A) Foreign Capital (B) CAnmeag 
India see 818 59.3 
Pakistan 145 51.7 
Ceylon 60 58.8 

Malaya and 

Boimeosses---3 107 61 57.0 
Total 1,868 1,084 57.9 


Note: The amounts of foreign capital include the outstand- 
ing balance of pounds sterling to be released from 
the blocked sterling balances. 


According to the report published in 1951 by a group 
of experts of the United Nations, it is estimated that Asian 
countries other than Japan would need a total of U.S.$10,900 
million worth of foreign credits, a sum equal to 85 per cent 
of their annual expenditures in order to raise their respec- 
tive national incomes by 2.5 per cent a year. Although 
it stands at an extremely high level, the U.N. estimate makes 
obvious how difficult it is to carry out economic develop- 
ment projects, when compared with the corresponding figures 
currently estimated by the respective countries of Scuth- 
east Asia. The U.N. Economic Survey of Asia and the 
Far East made in 1956 reveals the amounts of foreign 
capital Southeast Asian countries need if they are to realize 
their economic development plans. 


TABLE 4 


Ratio of Dependence on Foreign Capital 


Foreign Grants 
& Loans Foreign Exchange 
as Percentage as Percentage of 
of Planned Public Total Planned 


Total Public 


Expenditures Remarks 


(in U.S.$ million) Expenditures Expenditures 
For second 
India 10,080 _ 31.2 five-year 
(estimate) economic plan 
For first 
Pakistan 1,939 47.5 46.0 five-year 
economic plan 
Ceylon 531 - 30.0 
Burma 878 - 33.0 
Indonesia 1,096 8.0 _ 
Cambodia 100 90.0 — 
Philippines 868 8.6 51.0 
Total 15,492 


It is understood that the amounts of foreign capital in- 
cluded in spendings on the development sehemes are cal- 
culated within the estimated amounts obtainable under the 
circumstances applying to the countries concerned. Should 
they expand their development projects in scale, and be able 
to raise foreign currency funds as much as they need, it 
would result in a pro rata higher degree of their depen- 
dence on foreign capital. As a matter of fact, however, 
there are many instances of their having met first with a 
shortage of foreign currency funds, with the result that 
they have been compelled to modify their original develop- 
ment schemes. 


Since the foreign capital envisaged in the projects is 
mostly raised through international or inter-governmental 
credit extensions, private capital investments are set aside 
from these considerations. 


In brief, Southeast Asian countries are in an awkward, 
if not delicate, position with regard to their development 
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projects designed to attain the ultimate objective of econo- 
mic independence. While looking to foreign countries for 
capital investments, national efforts to get rid of colonial 
subjugation are liable to bring about political restraint, 
since national sentiments are against the inflow of foreign 
capital seeking profits. 


Various restrictions on foreign capital induction are 
clearly indicative of such contradictory positions taken by 
these countries. In some cases, they limit foreign shares to 
less than 50 per cent of the total capital in order to safe- 
guard themselves from managerial control by foreigners, 
and in other cases give no assurance that remittance abroad 
of profits accruing from capital investments and others is 
permitted, which together produce an atmosphere unfavour- 
able to foreign investors. 


In recent years, Southeast Asian countries have 
understandably come to realize the importance of their 
economic development and the need for foreign capital to 
this end, and have relaxed legal restrictions on capital in- 
troduction especially in the fields of production closely con- 
nected with their development projects. 


Only Formosa and Cambodia have legalized their con- 
trol measures against the inflow of foreign capital. In the 
other countries, the governments express relevant policies 
in the form of statements. In this respect, it is open to 
doubt what effects such announcements have on practical 
execution of the regulations in view. This offers a sharp 
contrast to the complete legal mechanism ruling in countries 
of Central and South America. 


As regards shares held by foreigners, Pakistan permits 
enterprisers to possess up to 60 per cent of the total capital, 
and Formosa imposes no restrictions. The other countries 
are rather restrictive, limiting foreign shares to 49 per 
cent and less in the interest of maintaining managerial 
control over the undertakings. This naturally makes pri- 
vate capital investments less attractive, and a further im- 
pediment for foreign investors is the difficulty they have in 
finding their appropriate counterparts in the countries con- 
cerned with whom they can link up. And again, few Gov- 
ernments guarantee foreign investors sending home their 
profits or their capital, so it means that, despite the will- 
ingness of the respective Governments to accept foreign 
capital, the fact remains that they are not inducing foreign 
capital with willingness in the real sense of the term. One 
special instance concerns the Philippines, where American 
capital receives favourable acceptance. But all things con- 
sidered, there seems to be many problems for Japan to 
solve in her future private investment activity abroad. 


To put it in another way, Japan’s capital investments 
in Southeast Asian countries should take the form of col- 
laboration in their economic development in some way or 
other, brushing aside the traditional notion of controlling 
enterprises and raising profits. It may follow, therefore, 
that government measures of the kind that will facilitate 
private investment should be taken to meet such require- 
ments abroad. 


FUTURE PROBLEMS OF JAPAN’S OVERSEAS 
INVESTMENTS 


1. Capital Availability 


After the war, Japan has trodden a thorny path along 
the road of reconstruction, and still has numerous economic 
problems to solve. She has to depend to a certain extent 
on foreign capital if she is to stand on her own feet econo- 
mically and to.attain full employment at home. From a 
long-range point of view, however, any excess of the in- 
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creased national savings resulting from the higher level of 
industrial production over the amount of funds necessary 
for domestic investments, if any, may be regarded as avail- 
able for investments abroad. 

On the basis of the past record on capital coefficient, 
the Economic Planning Board of the Government estimates 
that out of the amount estimated for home investments in 
the Board’s “Economic Self-Support Five Year Plan,” about 
four-fifths will suffice, and out of the remainder about $300 
million a year will be made available for overseas invest- 
ments. 

So far as foreign investment in cash is concerned, the 
continued excess of foreign exchange holdings over their 
adequate amount to keep the national economy on an even 
keel is regarded as appropriable to cash investments abroad. 
This, the Board estimates, to total about $300 million in the 
five years envisaged in its economic plan. These figures are 
nothing but estimates, and it is improper to take them as 
the basis for actual application at the moment. For the 
time being, an immediate rise in foreign investments can- 
not be expected in view of scarce resources of capital funds 
for overseas investment, coupled with the lack of incentives 
abroad to foreign capital introduction. This is all the more 
so when investment demand is extremely brisk at home and 
imports are rising sharply. In the long run, however, a 
possible increase in national savings in parallel with a rise 
in national income due to expansion of industrial produc- 
tion will create a certain surplus fund with which to make 
investments abroad. This further means that economic co- 
operation through capital investments is considered possible 
in terms of long-term funds thus available. 


2. .Foreign Investment Finance 


For the purpose of promoting private investment 
abroad, hope is placed on the facilitation of foreign invest- 
ment financing. The Export-Import Bank of Japan under- 
takes to finance this sort of overseas investment. The past 
records reveal a poor showing on account of the strict 
terms imposed on credit extension. Since an enterpriser’s 
own capital, plus funds available from commercial banks 
still fall short of overseas requirements for long-term capital, 
long-term capital investments abroad will have to rely upon 
public finance funds. 

In May 1957, the Government revised the Export- 
Import Bank of Japan Law to relax restrictions on credit 
availability, thus expediting private capital investments. 
The gist of the revision is as follows: 

1. Financing Overseas Investments:— a. Bank credits 
will be granted for foreign investments that are not ac- 
companied by plant exports, provided that they are deemed 
conducive to the development of closer economic relations 
with the overseas contracting party. b. Financing activities 
for overseas investments have been expanded to include the 
following: (1) Bank credits will be extended, through the 
investor in Japan, to the other party to a joint undertaking 
abroad for his acquisition of shares. (2) The Bank will 
finance the expansion of plant equipment and advance long- 
term operation funds for a joint company abroad through 
the Japanese investor that has virtual eontrol over the 
undertaking concerned. c. Bank loans will be made for 
subscriptions to special organizations for overseas invest- 
ments in Japan. E 

Prior to the revision, this sort of financing activities 
was confined to foreign investments that are accompanied 
by plant exports or designed to develop new resources so 
as to shift an import market. The extension of Bank cre- 
dits was also limited to Japanese investors for financing 
foreign companies, acquiring foreign shares, and advancing 
funds for equipment investments abroad. 
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2. Financing Overseas Undertakings: Financing over- 
seas undertakings of Japanese enterprisers that was limited 
to those accompanied by plant exports or aimed at develop- 
ing resources abroad has been improved to cover credit 
extensions applicable to overseas investments, as explained 
in 1 above. The revised provisions call for advances of 
funds for purposes other than expansion of industrial equip- 
ment, and for enterprises other than productive under- 
takings. 

8. Bank credits will be extended for technological 
services abroad that are not accompanied by plant exports. 

4. The Bank is authorized to advance development 
funds to foreign governments or public corporations, and 
to subscribe for their bonds with a view to developing or 
securing markets for Japanese exports and imports, and 
furthering economic ties with overseas countries. Direct 
investment activity abroad authorized for the Bank has 
thus been expanded, providing the Bank opportunities for 
rendering economic cooperation abroad of its own accord in 
the form of credit extensions to foreign governments. 

At the same time, the limits to the term of repay- 
ment have been relaxed to pave. the way for the facilitation 
of Japan’s investment activities abroad. 

Yet it remains unauthorized for the Bank to make 
direct investments in private enterprises abroad, and to 
subscribe for debentures issued by an investment company 
specializing in such investment activities, on the ground that 
governmental institutions as such should not participate in 
such overseas investments. “ 

In this connection there has been a desire for the 
establishment of an independent organ for overseas invest- 
ments in the hope of promoting economic cooperation 
abroad. Many propositions have been put forward for this 
purpose, including a Southeast Asian Development Fund to 
be set up in association with the United States. 


3. Revision of Foreign Investment Insurance System 


As a means of stepping up Japanese investment abroad, 
the Government has revised the insurance system for over- 
seas investments as part of the current Export Insurance 
Law, in addition to revising the Export-Import Bank of 
Japan Law. The greatest risk accompanying foreign invest- 
ments is often occasioned by political developments result- 
ing in non-repayment of the capital invested. The insur- 
ance system for foreign investments has been revised to 
extend its coverage (currently war, civil war, revolution) 
to include risks of deprivation of plant equipment and rights 
of undertakings through civil commotions or government 
seizure. At the same time, the rate of compensation has 
been raised and insurance fees lowered. And an additional 
form of insurance has been created to make up for a loss 
of profits from investments that may arise because of the 
enforcement of restrictive measures against the remittance 
out of the country of such returns. The revised system is 
thus expected to be made fuller use of than before. 


ECONOMIC COOPERATION 
1. Importance of Southeast Asian Market 


Southeast Asian countries are taking a dominant part 
in Japan’s foreign trade: They are one of the most im- 
portant markets for Japan’s overseas trade, ranking first 
as her export market and second only to the United States 
as her import market. As was the case in pre-war times, 
Japan’s external trade accounts with Southeast Asian coun- 
tries have continued to record surpluses since the war 
(except in 1953), more than offsetting the deficit balances 
registered in trade with the other countries, particularly 
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the United States and European countries. The principal 
item Japan exports to Southeast Asian countries is textile 
goods which account for about 40 per cent of her total 
exports. On the other hand, Japan imports mainly rice 
from Burma and Thailand, crude rubber and tin ore from 
Malaya, raw cotton and jute from Pakistan, raw cotton and 
iron ore from India, tea from Ceylon, and sugar from Indo- 
nesia, Thus, for most of these foodstuffs and raw materials 
Japan depends highly on importation from this part of the 
world. 

The other four major exporting countries (US, UK, 
Germany, Netherlands) share as significant a part as Japan 
does in their sales to Southeast Asia. Hence, growing com- 
petition from these supplying countries is expected for 
Japanese exports to Southeast Asian countries. Worthy of 
particular notice in this respe_t is the changes in the com- 
modity pattern of import trade of ‘Southeast Asian countries. 
Imports of consumer goods are declining, whereas those of 
producer goods are turning upward. The trend is gaining 
strength especially in India and Pakistan. In these circum- 
stances, Japanese exports of producer goods showed a con- 
siderable expansion and came to occupy 29 per cent on an 
average of her sales to Southeast Asian countries in the 
years 1954 and 1955. Japan trails far behind her competi- 
tors in exports of producer goods both in value and per- 
centage to the total exports to Southeast Asia. Such being 
the situation, it is imperative for Japan to step up exports 
of producer goods to Southeast Asia to secure an important 
market for them. Since the war Southeast Asian countries 
have made steady progress in economic development in 
carrying out their respective development projects, and this 
in turn necessitates increasing imports of construction 
materials. 

In this connection, too, Japan has to increase her 
productive capacity and enhance production techniques. 
And equally important it is for her to provide capital and 
technical assistance in a cooperative manner. By so doing, 
Japan may expect a stronger demand for her producer 
goods, and a possible increase in national income stemming 
from economic development which will bring with it a 
heavier demand for consumer goods, on which Japan is 
placing a great hope. 

An European Common Market is now in process of 
formation. With its coming into existence, export com- 
petition from European countries is expected to grow 
severe, as the member nations are now endeavouring to 
further industrial rationalization, increase output, and 
reduce production cost, thereby to accelerate their export 
drive in world markets, the Southeast Asian market in- 
cluded. To cope with the situation, Japan is urged to have 
a closer economic relationship with nations in this part of 
the world. 


2. Development Funds 


The Japanese Government revised the Export-Import 
Bank of Japan Law with a view to expediting’ private cepital 
investments abroad. Since last year, not a few propositions 
had been made for the institution of special organizations 
to promote overseas investments by means of extending 
economic assistance abroad in a more positive fashion. For 
sources of funds to be raised for the establishment of such 
organizations a number of suggestions have been put for- 
ward, among them entire or partial dependence on the 
Japanese Government, or on joint investment with foreign 
capital from the United States, or the World Bank. In the 
field of operations, it was proposed that the organizations 
, themselves should make investments abroad directly, or 
finance private capital investments. As concerns geographi- 
cal division, the suggested ideas were for one organization 
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covering all countries that need Japan’s economic coopera- 
tion, or for one confined to Southeast Asia, or alternatively 
as many organizations as may be needed. But these pro- 
posals were rather unrealistic in many respects, and there- 
fore the Government had to content itself with revising 
the Export-Import Bank of Japan Law. 

The major reasons why the proposed establishment of 
such organizations has been shelved are summarized below. 

1. Where such an organization is set up on a govern- 
mental basis, it is feared undesirable effects may result in 
countries where national feelings tend to be against foreign 
capital influx. 2. Such governmental investment in the 
proposed organization involves national budgetary problems, 
and sufficient fund is not available to meet the heavy bur- 
den that would be placed on public finance. 3. Foreign 
capital induction from other countries is most desirable, but 
should it be realized, doubts would be raised as to how 
such organizations would be accepted by the recipient 
countries. 

From an overall point of view, it is most desirable that 
a governmental organization be set up as a cooperative 
undertaking with foreign capital, with its scope of activity 
covering the positive extension of economic assistance to 
Southeast Asian countries for the accomplishment of their 
development projects. As regards misgivings that may arise 
in connection with item 1 above, there is but one guiding 
principle for Japan to follow, namely, to leave no stone 
unturned to show her good faith by giving a helping hand 
to Southeast Asia, taking into full account the delicate 
position there, and never attaching any political considera- 
tions thereto. 


Item 3 has in it an aspect worthy of special note in 
relation to the changes that have taken place in the over- 
seas economic aid policy of the United States since last 
year. Mr. Eric A. Johnston, Chairman of the International 
Development Advisory Board, during a visit to Japan in 
February last year, stressed that Japan should take the lead 
in Southeast Asian economic development, and urged that 
an international body be set up that will in a concerted 
effort assist Southeast Asian countries to develop their basic 
industries. And it is recalled that the suggestions made 
by Mr. Johnston came as an encouragement to the authori- 
ties concerned of this country. In March 1956, Mr. John- 
ston submitted to Congress his report on foreign economic 
aid as prepared by the Board, in which emphasis was placed 
on the following points. 


1. U.S. economic assistance should be extended not 
only to her military allies, but also to neutral states. 2. 
Economic and technical assistance for development abroad 
should be expanded in scale. 3. An International Develop- 
ment Fund should be set up for the economic growth of 
less-developed countries on a long-range basis. 4. Exten- 
sion of aids for economic development should be put on a 
long-term and continuous basis. 


Thus, the growing importance of economic assistance 
was clearly observed side by side with the military aid. In 
a report made earlier by the President’s Citizen Advisers 
‘on the Mutual Security Program stress was put on the 
necessity of continuing credit extension for the economic 
development of Southeast Asia. And such a trend with 
regard to the U.S. economic assistance abroad was high- 
lighted in the Presidential Message on Overseas Economic 
Aid of May this year, in which the establishment of an 
Economic Development Finance Fund was recommended to- 
gether with the separation of defence aid from economic 
development finance, the continuance of economic aid for 
overseas development, and the like. It is reported that the 
Fund will be furnished with a considerable amount of state 
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funds, and the future development of such an undertaking 
is worthy of close attention. 

Under the planned Fund it is reported that the recipient 
countries themselves will map out development projects to 
which U.S. economic aid will be given, so as to effectively 
utilize such economic aid, and further, to conform with 
the requirements of the recipient countries. 

Japan, on the other hand, has in contemplation an idea 
of setting up an Economic Development Fund for Southeast 
Asian countries in anticipation of financial assistance from 
the United States. This aims at undertaking to invest in 
development projects, and purchasing foodstuffs and indus- 
trial raw materials they produce whenever export prices of 
the products tend to fall off owing to business fluctuations 
overseas, thus threatening to aggravate their external econo- 
mic position. 

For the economic development of backward nations, the 
United States has supplied capital funds to countries of 
Asia and the Middle and Near East on a substantial scale as 
part of its foreign aid program. The International Bank 
for Reconstruction and Development, the International 
Finance Corporation, and the Colombo Plan have made no 
less important contributions in this field. Yet it is open to 
question whether such capital financing has met with com- 
plete satisfaction on both sides. For example, it would 
seem that America’s foreign economic aid has been largely 
directed towards defence force projects and therefore has 
not fully satisfied the overall requirements of the countries 
accepting it. 

The International Bank for Reconstruction and Deve- 
lopment makes loans abroad but on strict terms, and na- 
turally tends to refrain from loaning fully to countries 
where repayment is likely to hold considerable risk. The 
Colombo Plan is considered one of the most significant forms 
of international cooperation in which advanced nations pro- 
vide capital funds and techniques to less-advanced countries 
to assist them in carrying out their own development pro- 
jects most effectively from a non-political standpoint, but 
since the Plan itself is not a source of funds for economic 
development, it is therefore in no position to take an active 
part but to act on the strength of the United States, so 
fas as fund supply is concerned. It is for these reasons 
that Japan recently proposed the creation of a Southeast 
Asian Development Fund. 

It seems only natural that less-advanced countries should 
wish to introduce foreign capital in the form of long-term 
credits, free from any political stipulations or considera- 
tions, of which they can make effective use according to 
their own development plans. Here, of course, it is taken 
for granted that recipient countries must be fully prepared 
to take measures to avoid misusing the foreign capital thus 
acquired, utilizing it, for instance, only for increasing con- 
sumption. 

An overall review of the problems pertaining to the 
availability of funds necessary for cooperative economic 
development of Southeast Asia shows that Japan alone is 
incapable of fully meeting such fund demands. The solu- 
tion appears to rest with the administrative bodies on both 
sides through negotiations at a governmental level between 
parties concerned. And it follows that because of her 
qualifications, the role this country can play best lies in the 
field of technical cooperation. 


3. Technical Cooperation 


Technical cooperation accounts for a major part in 
Japan’s cooperative economic activities abroad on a private 
basis. The bulk of such instances has centered around 
Southeast Asia. This sort of economic cooperation overseas 
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needs smaller financial outlay than that required for other 
categories, and brings about benefits to both sides. It can 
be seen, therefore, that such a form of cooperation would 
be most advantageous since Japan could contribute techni- 
eal skill of a very high standard, as is proved by her past 
performances, the merits of which account for her taking 
a leading part in the field of advanced industrial technology. 


At the present time, Japan receives trainees for tech- 
nicians from Southeast Asian countries with funds provided 
by the International Cooperation Administration and the 
Colombo Plan, and is planning to integrate the training 
institutions into a coordinative center for the training of 
technicians. Japan has been sending technicians abroad on 
a substantial scale, and the experience gained thereby sup- 
ports the contention that it will be more effective if tech- 
nicians be dispatched overseas on a planned and organized 
basis through some kind of technical arrangement with the 
countries that are desirous of receiving them. As an ad- 
ditional asset the plan would foster the growth of overseas 
demand for capital goods in particular as a result of the 
popularization abroad of Japan’s industrial technologies, 
and much is hoped of such a scheme. In this respect, it 
is interesting to note the technical assistance extended by 
the United States to Latin American countries under the 
Technical Cooperation Administration and West German 
technical cooperation in Brazil. 


In view of the increasing orders from abroad for in- 
dustrial designs that may lead in due course to an expan- 
sion in machinery exports, there is a growing interest of 
late in consolidating consultation organs now providing 
industrial advice and services on development projects 
abroad, establishment of factories, and the like, as a means 
of increasing export of plant equipment. There are now 
several organizations specializing in this field of consulta- 
tive ‘activity with the support of the Government. Among 
them is the Japan Consulting Institute recently set up with 
capital provided by a number of private firms. Here again, 
it is hoped that these organizations will be consolidated in 
a more rationalized manner considered from the broadest 
aspects. 


4. Objects of Economic Development 


Mining development accounts for the majority of in- 
vestments in Southeast Asian countries, and textile and 
machinery industries in Latin American countries. It has 
been noted that the former has as one of its objectives the 
securing of raw materials in return, while the latter aims 
chiefly at earning profits. And this is both understandable 
and reasonable, since Japan’s investments abroad have been 
made on a private basis giving special consideration to the 
circumstances prevailing in the recipient countries. If 
Japan’s economic cooperation abroad is to be facilitated in 
@ more positive manner, however, the Government should, 
from an overall standpoint, formulate a _ policy toward 
selecting industries in relation to development projects, with 
the intention of cooperating with the Governments of the 
recipient countries in the field where private capital finds it 
hard to make headway, and of inducing private capital 
to where it is most appropriate in terms of characteristics 
of the respective development projects. A considerable 
part of public expenditures in Southeast Asian countries is 
accounted for by the repletion of facilities for public wel- 
fare and improvement of the agricultural industry. 


It is generally agreed that in developing the economy 
of a country, priority should be given to the consolidation 
of basie social welfare and utilities such as railways, roads, 
power, irrigation and sanitation facilities. Since they de- 
mand a large amount of funds and in most cases are not 
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conducted as profit yielding enterprises, they cannot be ob- 
jects of private investments, but projects run on govern- 
ment expenditure. Herein lies the need of priority being 
given to governmental cooperation in this field of coopera- 
tive development. 


Turning to the agricultural development, it is to be 
noted that a relatively large proportion of the expenditure 
taken up by them comes from the Government, the inten- 
tion being to acquire foreign currencies by exporting the 
products. In this field Japan has been extending technolo- 
gical assistance, and it is desirable that the practice be 
further strengthened and, as has been stated earlier, it is 
all the more desirable that measures be taken to stabilize 
prices of primary products. 

It seems that to industrial development comparatively 
less importance is attached, though the degree of weight 
they carry differs from country to country. Developments 
in. the industrial field carry fairly great weight with India, 
Indonesia and the Philippines. Development of the con- 
sumer goods industry in less-advanced countries will make 
possible the opening up of a market for consumer goods 
at home for which they are heavily dependent on purchases 
abroad. This will reduce foreign currency outgoings, and 
at the same time absorb labour from the agricultural in- 
dustry. Hence it is generally accepted as a more worth 
while endeavour, particularly if the nation is faced with 
the problem of overpopulation. 

In future, Japan’s private investments abroad should 
put stress on cooperative development in the industrial field 
with regard to both funds and techniques in order to pro- 
mote the export of capital goods. In the meantime, Japan 
should be fully prepared to meet competition in capital 
goods exports from the United States, European countries, 
and the Soviet Union and its satellite states. And, of 
course, it goes without saying that close cooperation among 
these nations is essential in any and all undertakings that 
aim to foster the interests and well-being of Southeast Asian 
countries. 


5. Reparations and Economic Cooperation 


It is recalled that the Reparations Agreement Japan 
concluded with Burma includes stipulations on economic 
cooperation, and that the Statement concerning economic 
cooperation was exchanged simultaneously with the conclu- 
sion of the Reparations Agreement with the Philippines. 
The fact that economic cooperation has thus been provided 
for in such official agreements deserves special attention as 
to what form it will take and what result it will bring about 
in the course of practical execution. Of the repdrations 
payment too, if they contribute towards the economic de- 
velopment of the recipient countries, they will be satisfac- 
tory to both sides, 


CONCLUSION 


Japan’s foreign investments so far have not been satis- 
factory. Yet Southeast Asia in particular takes a signi- 
ficant part in her economic activities and, bearing in mind 
the fact that Southeast Asian countries feel it imperative 
to develop their economies as a positive way of elevating 
their living standards, Japan must step up her investment 
there as a means of economic cooperation. For this pur- 
pose, the Japanese Government should take every means 
necessary at home, including the financing of overseas in- 
vestments that lack capital, and share in the promotion of 
international economic cooperation. General agreement is 
that circumstances prevailing in Southeast Asia differ from 
country to country, and are closely interrelated economical- 
ly and politically as well. Furthermore, the national stand 
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STRUGGLE FOR WRITERS’ FREEDOM IN CHINA 


In China, as in the other Communist countries, a special 
drive is going on to induce writers and cultural workers 
generally to obey the order of the Party leaders to remould 
themselves into cultural workers for the proletariat. The 
Indian Vice-President emphasised in one of his addresses in 
Peking the other day how individualistic and how subject to 
inspiration was the true artist, who could never be regi- 
mented and ordered about like a soldier on parade. But 
the Communists fear no class quite so much as the writers, 
and they are determined to make them toe the line, even 
if a wintry silence again descends upon them. The Party 
cultural leaders claim to have won a “great victory” in the 
struggle against the Ting Ling-Chen Chi-hsia group of 
“rebels” against the cultural dictators. Certainly they 
went to prodigious trouble to ensure adherence to orders. 
Altogether 1,850 persons attended the meetings at the 
Enlarged Conference of the Party Fraction of the Chinese 
Writers’ Union. This time the Party leaders had all the 
say, or most of it. The Director of Propaganda, Lu Tiny-yi, 
said the revolution on the political and ideological fronts 
might well go on for another ten or fifteen years and that 
the class struggle on this plane would not cease so long as 
imperialism and the bourgeois class continued to exist in the 
world. 

He said that under the socialist system it was possible 
to bring up a large force of intellectuals of the working 
class and to reform intellectuals of the bourgeois class, but 
some intellectuals with bourgeois ideology may also be pro- 
duced. Some of the bourgeois would not reform even on 
the point of death, for they were hostile to socialism and 
irreconcilably antagonistic to the Communist Party. Com- 
pared with a Communist society, a socialist society still has 
its inequalities. Inequality still exists, for example, in the 
allotment of mvuns or materials of subsistence. Those with 
higher labour power will receive more than those with lower 
labour power. A family with numerous members but no 
corresponding increase in labour power would have its per 
capita income reduced. 

There was a lot more of this run-of-the-road dogmatism 
before Lu Ting-yi got down to the whys and wherefores 
of the insistence by the Marxists on ordering and dominat- 
ing the lives and work of literary men, painters, poets and 
others. It is inevitable, he said, that part of the intellec- 
tuals brought up in a socialist society will “degenerate into 
intellectuals with bourgeois ideology.” But if ‘the Party 
propagandists carried out their job well they would reduce 
the number of “these degenerates” to a minimum. He had 


these countries take toward Japan is also different country 
by country. All deliberations on the broadest aspects of 
this subject lead to the conclusion that it is of greater im- 
portance for Japan to adopt cooperative means applicable 
to the countries individually rather than to take an all em- 
bracing course of action. 

The foregoing, while endeavouring to touch upon rele- 
vant phases of international economic cooperation, gives no 
more than an introduction to post-war Japan’s foreign in- 
vestments, and there seems to be much room for further 
study in detail. Japan may expect to see a further expan- 
sion in her foreign trade consequent upon the larger in- 
come backward nations will derive from their economic de- 
velopment and the subsequent rise in effective demands 
which could result, provided her industrial production can 
be specialized at a high level. 


no use for the “bad habit of always flattering writers and 
young literary and art workers, who then began to look 
down with contempt on the masses, had little respect for 
the Party and gave themselves airs.” 


Lu Ting-yi said the struggle “between two lines” in 
literary and art work had been long-standing—ever since 
the Yenan forum in 1942 in fact, when the first serious 
attempt was made to regiment the writers and make them 
subservient to the dominant cultural clique around Mao Tse- 
tung. It had always been the policy of the Party, he said, 
that politics should lead literature and the arts and serve 
the masses and soldiers. Of ‘course in those days the 
number of writers in the Communist camp was infinitesimal. 
But the writers held that politics should be made secondary 
to literature and the arts—which seems a slight exaggera- 
tion, since what the writers did demand was that they should 
be allowed to develop their own genius in their own way 
and not be cribbed, cabined and confined by Party dogma- 
tists. The struggle has been going on for a long time, and 
though the Party are on top just now, in the end the 
writers must be free or the same thing will happen in 
China as in the Soviet Union, where there has been no 
poet worth mentioning since Mayakovsky committed suicide. 
The only other revolutionary poets of quality were develop- 
ed long before the Party took over, and they died early in 
the revolution when there were stars still in the eyes. For 
years there has not been a poet of any calibre at all. But 
it is not sheer stupidity that leads the Party panjandrums 
to insist on putting all creative work into a common mould 
determined by themselves: it is part of that intense jealousy 
of power that refuses to leave the slightest margin even 
to the creative faculty. The despotism of old knew nothing 
of such totalitarianism. 


Lu Ting-yi noted that “every class has its own archi- 
tects of the soul. “It is more accurate to call writers. and 
artists part of the architects of the soul rather than the 
sole architects of the soul, because educators, Marxist 
teachers, and Party and Young Communist League workers 
are also architects of the soul:’’.a very remarkable state- 
ment indeed for a Marxist, for it is rare indeed that they 
have anything to do with, or even deign to mention, such 
a thing as the soul. Architects of the soul, he said, must 
first of all reform their souls—a little matter which, insofar 
as the Party people themselves are concerned, is periodically 
the subject of intensive attention by way of rectification. 
Of course China has not for some years allowed rectification 
to extend to the Politburo—aunlike the Soviet Union, which 
has rectified the souls of the overlords of the Politburo most 
thoroughly. Indeed they were somewhat painfully and 
humiliatingly translated to join Marx himself in the other 
world. .A writer with many chances of winning fame often 
became arrogant and complacent—a singular reference by a 
Party propaganda chief whose whole attitude is one of quite 
unexampled arrogance. 


The best prescription he could offer to the writers— 
and in China they do tend to conform markedly to the type 
known as the “literary gent” just as the true Communist 
tends to conform to a particular and not always very lovable 
type—was that they should get ott and work beside the 
peasants and the soldiers. He does not seem to realise 
that though the fields have inspired great novelists and so 
have armies in wartime, this sort: of life does not inspire 
great works. But it is certainly the best thing to knock 
bourgeois ideology out of them—and all talent for creative 
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work—by going “unconditionally and whole-heartedly to the 
worker and the peasants for long periods,” as Mao Tse-tung 
put it. Lu Ting-yi had to admit that Socialist Realism is 
not the only way of creative writing—he could hardly say 
anything else in view of the vast library of masterpieces 
in every language (including his own) that owed nothing 
whatsoever either to Marx the dreary economist or to the 
professional Marxist like Lu Ting-yi and his colleagues. What 
masterpieces have they written, or any Communist for that 
matter, to be lined up alongside the vast array of glorious 
“Capitalist” and even “feudal” literature which constitutes 
the glory of the ages from Shakespeare, Milton, Goethe, 
Moliere, Racine, Voltaire, all the way down to the great 
writers of this century—which includes not one single Com- 
munist. Indeed all that is necessary to down the Com- 
munist dictators utterly, is simply to stand up and recite 
the names that form the great procession of human genius 
(including the great Chinese sages of the distant past) to 
leave them tongue-tied if vengeful. There are in fact no 
Marxist writers with one tithe of the genius of Dickens, 
whose “socialist realism’? would put to shame and scorn any 
Communist writer of the time, and beside whose name the 
Chinese Communists dare not put one of their own number. 

The simple truth is that the Communists cannot and 
will not permit any independence, physical or intellectual, 
from their own arbitrary dictation and that as they simply 
cannot venture outside the narrow and strident domain of 
Marxism-Leninism they have an angry feeling of inferiority. 


BROOKE Obs SC lENCE IN 
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The utterances of the cultural dictators such as Chou Yang 
have no argument save that it is in the interests, nay, the 
necessities of Party dictatorship that they should do his 
bidding and channel all their creative concepts into the 
narrow mould of the Marxist creed. Chou Yang stated in 
the forum at the Writers’ Union: “A writer who has 
written a book, or an artist who has painted a picture, or 
a film director who has made a film, and then thinks he is 
marvellous and in a position to bargain with the Party or 
even to defy it is an extremely bad example of the products 
of the bourgeois individualistic world outlook.” And the 
retort to that is that the writer who is proud of his work 
is just as much, and perhaps even more, entitled to that 
feeling as Chou Yang is entitled to presume as he has done 
in this paragraph to put himself far above all others in 
pride, prejudice and arrogant pretension. On what meat 
doth this our Caesar feed, that he is grown so great? How 
does it happen that it is “the Party and the people’? who 
give the writer fame and position? When one thinks of 
the great masters of the past, one bows before their memory. 
It is not that the people, still less the Party, that gave but 
that they earned fame and position. But the creative abili- 
ties are being laid to rest once more as they were in the 
Soviet Union. The tall chimneys will go on and the poets 
will be silent. But the writers are a formidable class. They 
will come back, even if they have to wait till the 12-year 
plan has been completed, and a new spiritual hunger takes 
the place of the rationed material existence of the present. 


Wels. ouellileniNices 


By Dr. Joaquin Maranon 
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The history of scientific research and development in 
the Philippines, its growth and application to the various 
aspects of the nation’s progress, is of comparatively recent 
origin, and may be said to be coincident with the beginning 
of the American occupation of the Islands in 1900. Before 
the American regime, scientific research and technological 
development were not well appreciated; the conditions then 
existing were not ‘propitious to a fuller awareness of the 
impact of science in our economic and social progress. 

Reforms were instituted with a view to restoring peace 
through the establishment of a civil government, an educa- 
tional system, and offices to initiate and direct the country’s 
program of public health and economic development. Science 
during the first decade of the American regime was charac- 
terized by studies and activities devoted primarily to public 
health, epidemics being quite rampant at that time. Ameri- 
can scientists and doctors began training Filipino medical 
researchers so that within a short period the prevalence of 
diseases was checked. During this period (in 1901) the 
Bureau of Government Laboratories (forerunner of the old 
Bureau of Science, now the Institute of Science and Tech- 
nology) and the Board of Health, later renamed the Bureau 
of Health in 1906, were organized. When the major pro- 
blems in public health were checked, science was directed 
to the field of agriculture and to local industries, including 
the surveys of prospective and available raw materials. The 
Bureau of Forestry was organized in 1901, the Bureau of 
Plant Industry also in 1901, and the Bureau of Animal 
Industry in 1930. These offices were entrusted with carry- 
ing on scientific researches in agriculture. 

One of the major loca] industries first to benefit from 
the application of science and technology was the sugar 
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industry. Scientific studies on soil analysis and fertiliza. 
tion, hybridization and selection, and the acquisition of 
modern technological equipment led to a mechanized pro- 
cess of sugar refining and to an improved cane yield. Other 
agricultural industries followed suit. Researches conducted 
by the Bureau of Plant Industry resulted in a better culture 
and yield of rice. Livestock diseases were minimized by 
the application of investigations made by the Bureau of 
Animal Industry. The former Bureau of Science undertook 
comprehensive surveys and analysis of raw materials, many 
of these scientific studies paving the way for the establish- 
ment of the pre-war cement, mining and fishery, industries. 
The present Bureau of Mines, Fisheries, Soil Surveys and 
Conservation, the National Museum and the Alabang Serum 
and Vaccine Laboratories were then divisions under the 
former Bureau of Science. It would be pertinent to men- 
tion here that foreign firms established in the Philippines 
before the war, like oil and gasoline companies, machinery 
and equipment distributors, medical suppliers and some pio- 
neer private manufacturing plants contributed their share 
to the local economy and to the cause of science. While 
many of these private enterprises were not directly engaged 
in scientific research, they helped provide the needed sup- 
plies, machinery and equipment for the advancement of 
science and technology during its formative period before 
the war. 
% % Bo 

The second world war totally ruined Philippine in- 
dustry and trade. The level of economic progress attained 
immediately prior to and during the Commonwealth period 
was reduced to nil, so that a fresh start by way of rehabi- 
litation of destroyed production facilities and the creation 
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of new industries became the paramount concern just after 
the liberation period. While the war brought about untold 
sufferings and losses, in one respect it provided an incentive 
to the Filipinos. It made them realize the necessity of 
producing locally most of the important needs of the people 
which could not be obtained from abroad in times of war. 
It posed a challenge to their productive talents and re- 
sourcefulness in the utilization and processing of available 
local raw materials. All the scientific research and tech- 
nological facilities of government research offices were also 
totally destroyed, including those of the University of the 
Philippines and other universities offering scientific and 
technological courses. 


The first post-war developments in science were mostly 
recuperative achievements. New laboratory equipment and 
facilities were procured, buildings reconstructed, and scien- 
tific studies resumed. Filipino research workers, particu- 
larly those engaged in such fields as agricultural, medical 
and industrial research were sent overseas for training. In 
these aspects of science rehabilitation, the aid of the United 
States government in money and materials has to be 
acknowledged. Before the pending government research 
projects could be resumed or completed, destroyed buildings 
and facilities had to be replaced. Arrangements beneficial 
to both the Philippine and United States governments were 
drawn up and implemented. Thus, the War Damage Act, 
the MSA, later the ICA, and now the FOA, in coordina- 
tion with the revitalized National Economic Council and the 
Laurel-Langley trade agreement, among others, were instru- 
mental in accelerating post-war rehabilitation. Several 
teams of American experts in agricultural and industrial 
research surveyed Philippine conditions with the end in 
view of helping draw up our economic development plans. 


In the field of agriculture, the work of the offices under 
the Department of Agriculture and Natural Resources and 
the U.P. College of Agriculture and Forestry at Los Banos, 
was -intensified. This was directed particularly to studies 
and researches to increase the productivity of our farms, 
seas, forest and mines and to increase our depleted live- 
stock. Studies and field experiments on plant and animal 
breeding and the control of plant pests and animal diseases 
were given priority by our agricultural scientists. The 
Bureau of Soil Survey and Conservation was created as a 
separate bureau in 1952, and this expanded the function 
of obtaining data on the types and fertilizer requirements 
of our soils to a nation-wide scale. The establishment of 
the government-operated Maria Cristina Fertilizer Plant in 
Mindanao in 19538.reduced fertilizer costs and increased fer- 
tilizer acreage. The Bureau of Agricultural Extension was 
«Jso created in 1952, and its work of bringing to the rural 
areas the results of scientific studies in agriculture helped 
improve the lot of the rural people. During the post-war 
decade, statistics of the Department of Agriculture and 
Natural Resources show an average increase in our rice yield 
per hectare of from 20 cavanes pre-war to 50 to 80 cavanes 
post-war, brought about by better irrigation facilities, ferti- 
lization and the newly-discovered M-M! system. 


* * aie a 


Progress in the field of industrial research and deve- 
lopment has also been most prominent. With the policy 
of the three post-war Administrations favoring the develop- 
ment of a balanced agricultural-industrial economy, indus- 
trialization has been steadily pursued. Recognizing the 
need of industrialization, and the role of scientific and 
technological research in. the growth of industries, the 
government has enacted laws to help promote new industries 
and research. Republic Act No. 3, later amended by 
Republic Act No. 901, granted tax exemptions to new and 
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necessary industries which numbered 725 as of the begin- | 
ning of 1957. The National Economic Council formulated 
regulations as to the granting of priorities to local indus- | 
tries that should be expanded or established. Last year, 
Republic Act No. 1606, known as “An Act to Promote 
Scientific, Engineering and Technological Research, Inven- 
tion and Development” was passed by Congress. This Act 
provided a total appropriation of P13,639,000 earmarked 
for a five-year scientific research and technological deve- 
lopment program beginning with the fiscal year 1957 at 
about P4 million average allocation a year. This financial 
aid will be apportioned to finance selected projects of various 
government agencies undertaking research, including grants- 
in-aid to deserving individual researchers and _ inventors. 
This fund, to be administered by an 11-member National 
Science Board, is separate and distinct from the regular 
appropriations of the government research entities to be 
aided. 

The expansion of industrial research in the Philippines 
is closely linked with the rehabilitation, functions and acti- 
vities of the Institute of Science and Technology (IST), the 
government entity (with the status of a government cor- 
poration since 1951), charged with the undertaking of in- 
dustrial research and product testing, analysis and standardi- 
zation. 

The activities of the Institute of Science, which began 
literally from scratch after the war, may be classified into 
(1) scientific and technological researches and studies; 
(2) pilot plant studies and operations; (3) product testing, 
analysis and standardization; and (4) technical consultation, 
information and scientific library service. 

The gradual rehabiliation of the Institute’s research 
facilities, equipment and buildings extended through several 
years because of limited funds. By the fiseal year 1955 it 
was able to complete twenty research projects with thirty- 
four new ones in progress. Most of these applied research 
projects were on the utilization of local raw materials. 
Outstanding among them are’ those dealing with the indus- 
trial utilization of castor oil and coconut by-products, 
leather tanning, pulp and paper, ceramics, medicinals from 
plants, copra driers (in cooperation with the Philippine 
Coconut Administration), industrial microbiology, and light 
aircraft (jointly with the Philippine Air Force). A modern 
rural ceramics pilot plant was opened in Tiwi, Albay to 
help improve the pottery home industry in the locality. This 
plant now serves as a center where the Institute carries 
on extensive studies in the manufacture of glazes, dinner- 
ware and refractories. The war-destroyed IST main build- 
ing was completely reconstructed with bond funds last 
year. 

Product testing and standardization received a great 
impetus as business and industry flourished. The number 
of samples of various commercial products and raw materials 
submitted by government offices and private parties for 
testing and certification as to their conformity with ac- 
cepted standards of quality or performance increased from 
about 2,000 in 1950 to 4,556 in 1955. Physical and chemi- 
cal determinations jumped from 8,000 to almost 20,000 
during this five-year period. Private manufacturers, with 
the cooperation of the Institute of Science, took an im- 
portant step in the way of extending the benefits of science 
to Philippine industry and trade. Together, they organized 
the Philippine Standards Association in the early part of 
1956 for the purpose of establishing Philippine standards 
for locally manufactured products. Researches in the tex- 
tile industry were also intensified at the applied laboratory 
of the National Development Company. 

; In the field of medical and drug research, advances are 
likewise evident. The Department of Health, the Alabang 
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Laboratories, the U.P. Colleges of Medicine, Pharmacy and 
Institute of Hygiene, the Public Health Laboratories of the 
City of Manila, and the Institute of Nutrition (created in 
1947) have all rehabilitated their facilities and are now 
engaged in more extensive medical and nutrition research. 
Among outstanding post-war projects accomplished in this 
field are the Bataan rice enrichment projects, the researches 
on pheantine alkaloids for high blood pressure and on anti- 
rabies vaccine. Under the students-and-leaders exchange 
program with the United States, many of our young doctors 
have been sent abroad to specialize in various branches of 
medicine. It is also gratifying to note the increase of pri- 
vate pharmaceutical] manufacturing plants during the post- 
war period rising side by side with industrial manufacturing 
firms in Manila and suburbs. There were 28 drug manu- 
facturing firms registered in 1954 with a total production 
valued at P7 million. These modern manufacturing plants 
have their own research and control laboratories. According 
to a survey made in 1955 by the National Economic Coun- 
cil in coordination with the Department of Labor, there 
were 123,000 industrial and commercial establishments in 
operation that year, and 90% of them started only in 1945. 
Manufacturing industries led in all new business established 
during the post-war period. This is a healthy sign point- 
ing to an improvement in the country’s economy. Aside 
from this, each of these establishments is tangible proof of 
corresponding gains in scientific and technological know- 
how, inasmuch as research is the handmaid of industry. 
The new field of atomic science and its application to agri- 
culture, medicine and industry is now being studied by 
selected Filipinos being sent abroad since 1954, and plans 
for the establishment of a nuclear reactor in Quezon City 
for the production of radioisotopes are underway. 


* * * * 
In conclusion, we may mention three external factors 


contributing to post-war science development in the Philip- 
pines, and indicating its continued progress in the future. 
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First, the increased number of Filipino scientists, engineers, 
doctors, pharmacists, agricultural researchers and other 
specialists in allied technological fields going abroad, mostly 
to the Unite! States, under government auspices for train- 
ing and observation, made from those sent annually to at- 
tend international scientific and technological conferences. 
Secondly, the revitalization in activities and membership of 
local professional scientific and technological organizations, 
like the National Research Council, the Philippine Associa- 
tion for the Advancement of Science, the Philippine Medical 
Association, Philippine Pharmaceutical Association, Chemical 
Society of the Philippines, Philippine Chamber of Technology 
and other allied scientific and technological professions. The 
annual Stanvac scholarships in engineering and agriculture 
represent privately-endowed help in the training of Filipino 
engineers and agriculturists. Thirdly, the post-war educa- 
tional trend whereby scientific and technological courses in 
our colleges and universities are given added basic science 
subjects and are being geared more and more to the needs 
of an agro-industrial economy. The influence of these three 
factors in the promotion and growth of science will be of 
far reaching effect. 


The desired level of development in science in its 
various fields here has not as yet been reached, for science 
is continuous, dynamic and limitless. However, present 
activities attuned to meet the needs of the times result in 
a gradual but definite advance in the realm of science. 
These activities, together with the growing science-conscious- 
ness of the public, all point toward bigger developments 
ahead. 


Progress in scientific fields spells progress in our in- 
dustrialization plans, research being the basis of producti- 
vity. To realize this progress, science should be made 
generally accessible to all. This can be done by making 
careers in science as attractive as possible, and by both 
government and private industry investing more funds in 
research, both classic and applied. 


PROSPECTS OF HONGKONG’S BUILDING DEVELOPMENT 


By Ricardo 


The building boom in Hongkong, sustained again by 
the influx of overseas Chinese capital this year, is pushing 
prices for land throughout the Colony to new highs. The 
upward trend is contin 1ing because the demand far exceeds 
the supply. On the cther hand, competition between real 
estate companies is intensifying and the difficulty in at- 
tracting buyers has forced builders to offer easy payment 
terms and lower prices; but the profit, in spite of increased 
interest rates, is still about 20% per annum. 

During this year, several large real estate companies 
were established to undertake the construction of multi- 
million-dollar buildings while dozens of small speculators 
sold their business due to the lack of funds for large de- 
velopment projects. The basic characteristic of the build- 
ing rush, however, has not changed: flats are being put up 
for speculation rather than for housing. 


The Value of Land 


During the past two years, attractive prices offered 
by real estate operators for land in urban areas prompted 
several leading local commercial firms who did not wish to 
be involved in the building speculation to sell part of their 
properties. The Hongkong Hotel was paid $11 million for 


the site at the corner of Pedder Street and Queen’s Road. 
Jardine sold the land at the corner of Pedder Street and 
Des Voeux Road to Hongkong Land Investment for $6.1 
million. The Kwong Hing Investment Company bought the 
site now occupied by Butterfield and Swire at $8.48 million. 
Hongkong & Whampoa Dock last year sold part of their 
Hung Hom property at $5,775,000. The Dairy Farm sold 
the site of the present Manson House on Nathan Road for 
about $2 million. Recently, Jardine sold another property 
at East Point (about 108,000 square feet) for $15 million, 
and Whampoa Dock is now offering to part with another 
lot of their Hung Hom property. 


The phenomenal development in Causeway Bay area 
has encouraged Lee Hysan Estate Company to level off 
the hills in the vicinity of Lee Theatre thus obtaining more 
land for skyscraper construction. Government reclamation 
projects also provide more land for industrial and resi- 
dential buildings. At Kung Tong, during the 12-month 
period ended September this year, 75 sites with an area of 
1.32 million square feet were sold to industrial establish- 
ments at prices between $13 and $30 per square foot. In 
Hung Hom, the reclamation provided land for a school, a 
gas plant and a large number of residential buildings. 


The Central Reclamation has entered the 8rd stage; 
about 262,000 square feet will be reclaimed by mid-1958 
from the foreshore and seabed along the waterfront between 
Morrison Street and Rumsey Street. In Causeway Bay, 
tall buildings are rising near the land recently reclaimed 
from the sea. Government is now filling up the Gin 
Drinker’s Bay for industrial development. Lantao Island 
has now been considered for industrial development and the 
project will be launched after the problems of supplying 
the island with electricity and water are solved. The re- 
clamation in Kung Tong, Hung Hom and in Gin Drinker’s 
Bay should enable industrial concerns to vacate their pre- 
sent premises in busy urban districts and to rebuild on 
much cheaper industrial land. More building sites for re- 
sidential flats will thus be freed. 

The increase in demand for land still surpasses the 
speed of reclamation. Recently, under the pressure of de- 
mand for more land, Government auctioned off one lot of 
12,240 square feet on Nathan Road for an amount of 
$3,174,000; a 22-storey building will be erected on the 
site. There are only a few vacant lots left in crowded 
residential centres on both sides of the Harbour. Opera- 
tors therefore concentrate on the redevelopment of sites 
occupied by old 2- to 4-storey buildings. Large sums of 
compensation money have been paid to evicted tenants in 
addition to high prices for land. From April 1956 to March 
1957, 84 such redevelopment projects were launched in- 
volving 230 old buildings and $4.6 million worth of com- 
pensation money. 


Land prices rose by about 75% during the past two 
years with the exception of land in Kowloon Tong which 
remains at about $20 per square foot because tall buildings 
are not allowed in this district thus discouraging redevelop- 
ment. Current quotations for land in selected areas are 
(HK$ per square foot): Central District of HK, 600/700; 
North Point along King’s Road, 170/200; Causeway Bay, 
150/200; Lee Garden, 200/230; Happy Valley, 130; Shau- 
kiwan 50/85; Ea‘! Point, 140/170; West Point, 50/90; 
Tsimshatsui 160/250; Mongkok, 260/300; Hung Hom, 70/95; 
Tokwawan, 65; Castle Peak Road 100/150. 


Prices are still rising because the demand shows no 
sign of weakening. In addition to real estate investors 
who construct new buildings on sites they take over, there 
are ever more operators who indulge in land speculation. 
One firm recently bought a piece of land in North Point at 
$143 per sq. ft. but shortly afterwards sold the lot at $175. 
Such speculation which yields quick profit without the 
problem of selling new flats further stimulates land pvrices. 
The development of areas such as Hung Hom and Castle 
Peak Road from an industrial centre to a residential and 
business district will also raise the value of land in these 
districts and in turn push up prices in other areas. 


The Building Boom 


Ever more buildings are being constructed. During 
the first nine months this year, 1,555 residential and com- 
mercial buildings costing $110.5 million were completed in 
Hongkong and in Kowloon. These figures include Man Yee 
Building, Commercial House, Fung House, Empire Building, 
Peninsula Court and Apartment, Champagne Court and 
Shaws Building but do not include hotels, schools, factories, 
government premises and resettlement blocks. In view of 
the fact that part of the Ocean View Court has recently 
been completed and that many other buildings will be 
finished before year-end (including Manson House and 
dozens of smaller buildings in Kowloon as well as Yu To 
Sang Building and several other tall structures in Hong- 
kong) the value of private construction work completed this 


¢$1.50 plus 30c air conditioning charges. 
Wing On Life and Great China buildings which were com- 
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year will be higher than 1956’s $157.3 million and if the 
cost of land and site preparation is included, the amount of 
capital involved might exceed $450 million. 


The record for 1958 will also be impressive because a 
large number of tall structures now under construction will 
be ready for occupation next year. These include:—the 
Chartered Bank Building, the new Jardine House, the Cen- 
tral House, the Li Po Chun Chambers, and a few more 
office blocks in the Central District; the Percival House, the 
Empire Court, the Causeway Bay Mansion, the Towning 
Mansion, the Coronet Court, the Gordon Building, the Madi- 
son Apartment, the Race View Apartment and many other 
apartments in Hongkong outside Victoria stretching from 
West Point to Shaukiwan and up to the mid-level area on 
Caine, Bonham and MacDonnell Roads; the Buckingham 
House, the Mirador Mansion, the Comfort Building, the Far 
East Mansion and dozens of other projects in Tsimshatsui, 
Homantin, Hung Hom, Tokwawan, Shamshuipo, Mongkok, 
and Castle Peak Road districts in Kowloon. 


In addition to these projects many other plans have been 
announced by various real estate companies including 
the 32-storey Fu Centre, a 20-storey building on the site 
now occupied by the Shell House, the 18-storey Tai Cheong 
Building on the Waterfront, a 14-storey building to replace 
the present Queen’s Theatre, redevelopment projects of 
Hongkong Land’s buildings in Central District and tens 
of other skyscrapers in other areas of the Colony. 


Demand vs. Supply 


From such an impressive schedule of construction work 
and from the fact that almost around every street corner 
in Hongkong and in Kowloon there can be seen construc- 
tion work going on day after day, optimistic observers and 
operators are led to believe that the boom is still here and 
that it will probably stay for another year or two. How- 
ever, there are signs that the peak of the building boom 
has already passed! 

Rental for office space in new buildings varying from 
$1.50 to $2 per square foot at present is already cheaper 
than the $2.50 to $2.80 charged two years ago. Indications 
are that the rate might dip further during the next few 
years. At the present rate of development in Central Dis- 
trict there will be more than enough office space by 1960. 
The owner of Man Yee Building spent $8 million on con- 
struction and $6 m. in payments for former tenants as 
compensation and to lawyers, sinking a total of $14 million 
in the redevelopment. Monthly revenue from rental at 
$1.50 per square foot amounts to $820,000 which represents 
an interest of 20% per annum. Rental for Fung House is 
Commercial House, 


pleted much earlier are charging $2. The almost-completed 
Yu To Sang Building is letting out its offices at $1.60 per 
square foot including air conditioning charges. 

In view of the difficulty in expanding Hongkong’s en- 
trepot trade, the demand for office space would probably 
remain more or less at the present level during the next 
few years. Consequently, rental will gradually decline with 
the completion of ever more office blocks. 

In the field of residential buildings, all is not too well. 
As early as a year ago, local banks had already tightened 
the credit on mortgages; interest rate was increased while 
loans were granted at a much lower percentage (sometimes 
as low as 20%) of the property value than two years 
ago. The precaution proved to be justified. About three 
months ago, a block of almost-completed tenement flats in. 
West Point was auctioned for $222,000 (market price was 
about $400,000) because the real estate company which was 
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developing the site could not raise enough money from 
advance sale of the flats to clear its debts. Last month, a 
lot of about 5,226 square feet at the corner of Parkes 
Street and Nanking Street was put up for auction also on 
account of the insolvency of the company which had already 
prepared the site. The auction was called off at the last 
minute but the reason was not known. Nevertheless, it is 
evident that the difficulty of selling flats in advance on ac- 
count of high price charged will continue to force many more 
unsound investors into bankruptcy. 

According to Government, the number of vacant flats 
at the end of March this year was 1,192 compared with just 
under a thousand a year before. The figure is not yet 
alarming in view of the extensive programme of private 
building work but on the other hand an increase instead 
of a decline is unhealthy particularly when there are other 
factors which indirectly will increase the number of vacant 
flats. In the first place, increasing number of dormitories 
are being built by large commercial and public utility com- 
panies for their staff members. Government is erecting 
more quarters for senior and expatriate employees (many 
of them are now housed in private houses), granting loans 
to various building societies organized by locally employed 
civil servants and financing the construction of low rental 
flats for the general public through organizations such as 
Hongkong Housing Authority, Hongkong Housing Society, 
etc. Private non-profitable associations such as the Hong- 
kong and Kowloon Tenants’ Association are also putting 
up low-rental flats for organized groups of people. The 
most important fact is that the price for new flats and 
the monthly rental remain relatively too high against the 
purchasing power of the general public. The number of 
persons which could afford to buy a $6,000/$50,000 flat is 
far less than the number of such flats now on sale and the 
number of families which could pay a monthly rental of 
$200/$600 per flat is much less than the number of these 
flats now vacant. 

In order to attract tenants, one company recently 
offered a rent of $2,000/$3,000 per room of about 80 square 
feet for a period of 12 years; rent is collected in advance 
in one lump sum. This company later offered to sell these 
flats at $2,500/$3,500 per room because the first proposi- 
tion failed to attract tenants. Most companies now offer to 
extend instalment payments to 5 years after a down pay- 
ment of 33%. A company building an 8-storey block next 
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Development in New Territories—Government is plan- 
ning to develop Taipo, Shatin, Gin Drinkers Bay, Castle Peak 
Bay and Junk Bay into self-contained new towns. Linked 
with the Taipo Scheme is a proposal to build two new roads. 
One road will lead from Tsuen Wan to Taipo, via Shing Mun 
Reservoir and thence over Lead Mine Pass. This road 
would shorten the distance between Taipo and Tsuen Wan 
by 13 miles and would eliminate the necessity of vehicles 
travelling between the two towns coming into Kowloon as 
they are at present obliged to do. Another road may link 
the Kai Tak area with Taipo Road across the North Kowloon 
foothills and by-passing Shamshuipo and other busy Kow- 
loon districts. 


Messrs. Scott and Wilson, the consulting engineers re- 
sponsible for the Kai Tak Airport development project, have 
been asked to survey these areas and to report on the possibi- 
lity of providing new land through reclamation in each. The 
work to be done by the consulting engineers at this stage will 
be to make a reconnaisance survey of the nominated areas 
in order to determine the particular difficulties involved in 
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to the Coca Cola plant in North Point is offering to stretch 
instalments over a 10-year period with monthly payments 
amounting to only $145 for a $138,000 flat and $380 for 
that of $34,000. However, upon signing of a contract, the 
buyer must pay a deposit amounting to 50% of the total 
contract value; this sum will be returned to the buyer 
after 10 years plus a small interest. An added attraction 
is that the 50% deposit is collected as a payment for the 
buyer’s life assurance; if he should die during the 10-year 
period, his beneficiaries would not have to make further 
payments but would immediately become owners of the flat 
and collect the 50% deposit plus interest. 


Conclusion 


With competition intensifying in the sale of flats, in- 
vestors invent ever more unique payment arrangements and 
offer other bait to attract buyers which unfortunately do 
not grow in number proportionally with, nor in speed rela- 
tive to, the increase of new buildings in the Colony. How- 
ever, there is no cause for alarm. More buyers and tenants 
could be attracted if speculators and landlords would fur- 
ther cut the price for new flats and monthly rental and be 
content with a yield of about 10% per annum. 


At present, many offers appear attractive on paper 
especially in advance booking but in reality are expensive 
particularly when the poor quality of the construction work 
and the small floor space are taken into consideration. For 
example, a $16,500 flat is now being offered by a company 
on a 5-year instalment plan with monthly payments of $370 
after 33% down. A buyer actually pays $27,700 for the 
flat. In the first place, $16,500 is unreasonably high when 
judged according to the quality of structure, and secondly 
the interest charged on the balance of $11,000 is equivalent 
to 20% per annum. 

Reckless speculators may ignore it, optimistic investors 
may doubt it and big operators may manipulate it, but the 
trend is that selling price as well as monthly rental for new 
flats will further decline, slowly but steadily. The difficulty 
in selling flats in advance will accentuate because more 
buyers will prefer to purchase a property after the building 
is completed so that they can see the quality of construction 
work and make immediate use of the accommodation. The 
field will become less attractive to speculators seeking quick 
profit but will be more rewarding for prudent investors. 


AND REPORTS 


each; to assemble the basic engineering data on such points 
as drainage and reclamation and to prepare preliminary 
plans and rough estimates of cost so that the relative merits 
of each scheme can be assessed. If, as a result of this 
information, Government decides to go ahead with any of 
these schemes, the consultants will be asked to continue with 
the detailed engineering surveys, planning designs and 
specifications of those chosen for immediate development. 


These surveys are being undertaken because the need 
to proceed with planning new residential and industrial 
areas is acute. New towns, and land development schemes 
to make the new towns possible, were recommended as one 
possible solution towards meeting the large-scale housing 
problems of Hongkong in the interim report of the Special 
Committee on Housing which was published in July last 
year. The Committee also recommended that these new 
towns should be self-contained, providing land for industry 
as well as for housing, and that a new Development Divi- 
sion of the Public Works Department should be set up to 
handle.the planning work. These proposals were accepted 
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in principle by Government, but so far it has not been pos- 
sible to recruit the senior engineering staff required and it 
will inevitably take time before the proposed Development 
Division can be organised. Government therefore decided 
to appoint consulting engineers to undertake the first 
schemes. 


Because of the tremendous scarcity of land for all pur- 
poses, the basic principle underlying these surveys is the 
provision of new land, rather than the re-development of 
what is already being utilised. A policy of urban develop- 
ment at the expense of agriculture must be avoided at all 
costs. The farmers and fishermen are an essential part of 
the Hongkong economy. Therefore, the emphasis is on re- 
clamation of shallow water and mangrove swamp and the 
opening up of hilly unproductive areas. The areas chosen 
for preliminary investigation would appear to lend them- 
selves to this kind of development. The engineers will work 
in close touch with the District Commissioner, New Terri- 


tories, who will ensure that local interests are carefully 
considered at every stage. 
Welcoming the announcement, the Hongkong Tiger 


Standard last week pointed out that one of the key obstacles 
to the continued healthy development of the Colony is the 
shortage of usable land. “About 85 per cent of our total 
land area is waste land, and our population is crammed into 
about 12 square miles of urban land and 50 square miles 
of farm land. The creation of new towns, as envisaged by 
the authorities, is one that deserves full support. It will 
offer a solution for our great residential problem and stimu- 
late the growth of our industries. It should be borne in 
mind, however, that this form of development contains 
certain basic problems which need to be faced. It will 
tend to accelerate the separation of the city into two 
separate halves—the business and financial centre of Hong- 
kong island, and the industrial-residential Kowloon-New Ter- 
ritories region. This separation may lead to uneven and 
uneconomical development and may hamper healthy expan- 
sion unless the two sectors are integrated into one single 
economic unit. It is therefore desirable to study further 
the question of a bridge or tunnel across the harbour to 
meet the needs of the future.” 


Federation of Hongkong Industries—Government has 
decided to appoint a Committee to examine and report on 
the setting up of a Federation of Hongkong Industries. 
The Terms of Reference of the Committee and its composi- 
tion are being considered. This announcement came as a 
result of the overwhelming support given to the Governor’s 
suggestion concerning the formation of a strong, fully- 
representative, uninhibited, non-sectional Federation of HK 
Industries in his speech at the opening of the 15th Exhibi- 
tion of Hongkong Products. According to the Governor, the 
organisation would have to be capable of actively assisting 
industry with its problems of management, training, land 
availabilities, markets, and trade relations overseas. It 
would have to be able to assemble information for members 
quickly and ‘accurately, to publicise adequately both here 
and overseas the achievements of industry, and to correct 
false reports confidently and with vigour. It would have to 
cooperate with exporters, it would have to denounce mal- 
practices effectively and expel members for failure to work 
to its standards. 


The Hongkong Tiger Standard, being keen on promot- 
ing the Federation, interviewed a number of leading local 
industrial, financial and civie figures and reported that they 
all agreed that local industries should speak with one voice 
and that the federation must be fully representative and a 
strong one. Here are their views: 


Mr. Michael Turner, chief manager of the Hongkong 
and Shanghai Banking Corporation, said: “It is an excel- 
lent idea.” Dr. S. N. Chau, member of the Legislative 
Council, said: ‘Undoubtedly it is extremely good.” Mr. 
Kwok Chan, member of the Legislative Council, said: “It’s 
a good idea.’’ Dr. A. M. Rodrigues, member of the Legis- 
lative Council, said: “It sounds a suitable thing to do.” Mr. 
U Tat-chee, honorary president of the Chinese Manufac- 
turers’ Association, said: ‘I strongly favour the Governor’s 
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suggestion.” Mr. John Marden, of Wheelock Marden group, 
said: “{t’s an extremely good idea.” Mr. Ko Cheuk-hung, 
chairman, Chinese General Chamber of Commerce, said: “I 
am in rull support of it.” Mr. J. B. Kite, secretary of the 
Hongkong General Chamber of Commerce, said: “It is ob- 
viously desirable that Hongkong industries should speak 
with one voice.” Mr. W. C. Gomersall, of China Engineers, 
said: “It’s a very good idea.” Mr. Haking Wong, president 
of the CMA, said: ‘“‘The Colony today certainly needs such 
a comprehensive body.” Mr. Brook A. Bernacchi, of the 
Hongkong Reform Club, said: “It is a very sound idea.” 
Mr. C. L. Hsu, chairman of the Enamelware Manufacturers’ 
Association, and the Aluminium Manufacturers’ Association, 
said: “A very good idea.” Mr. Vincent Woo, chairman of 
the Hongkong Weaver’s Association, said: “I favour the idea 
and I look forward to its realisation.” 


New Steel Mill—The Hongkong Chiap Hua Manufac- 
tory Limited, a leading metalware company here, is setting 
up a new steel mill in the New Territories. ‘Che site is 
near the 6%-milestone on Castle Peak Road and not far 
from the company’s ship-breaking yards at Laichikok. Pro- 
duction will begin during the second half of 1958. At the 
preliminary stage, annual output of steel products will be 
about 20,000 tons. Principal items will include mild steel 
round bars, square bars, flat bars and steel window sash 
bars. The mill will use mostly scraps salvaged from old 
ships as raw material. 


Bank Buildings—The Hongkong and Shanghai Banking 
Corporation is planning to build an extension to its Mongkok 
Branch. The extension costing about $950,000 will be of 
the same height as the existing building. On the site 
formerly occupied by the Nathan Theatre on Nathan Road, 
the Liu Chong Hing Bank is erecting a 22-storey structure 
to house its Kowloon branch which will occupy the ground 
floor. There will be accommodation from the first floor up 
for restaurants, hotels, offices and apartments. On the HK 
island, Kwong On Bank recently bought the site at the 
corner of Queen’s Road Central and Gilman Street for the 
construction of a 12-storey building. The bank will occupy 
the basement, ground and first floors. Office accommoda- 
tion will be provided from 2nd to 10th floors and a Staff 
Club will be set up on the top floor. 


: Low-Cost Flats—With the first group of tenants mov- 
ing into the Java Road Estate, the Housing Authority is 
now stepping up the work on its third project—the So Uk 
Estate. This project, which will cost $50 million, is being 
built according to a master plan prepared by Mr. Eric 
Cumine. Site formation will be completed in April 1958. 
The estate, with about 5,150 flats, will house approximately 
81,600 persons. Messrs. Chau & Lee will be responsible for 
the designing of 5 blocks consisting of 1,000 flats, Mr. W. 
Szeto for 5 blocks with 1,050 flats, Mr. H. S. Luke for 3 
blocks with 750 flats, and Messrs. Leigh & Orange for 3 
blocks with 2,350 flats. Construction of the Authority’s 
second estate at Cadogan Street in West Point is now under 
Way. The So Uk Estate however is the largest project of 
the three and it is probably the most ambitious domestic 
housing development ever carried out in the Far East. 


New Star Ferry Pier—The new Star Ferry pier on 
Hongkong island came into use for the first time last 
Sunday. Only one arm, that on the western end of the 
pier, is now in use providing berths for ferries on either 
side. The HK pier is better than the Kowloon pier because 
there is plenty of room for ferry users as they go in and 
out and more shelter against the weather. The first class 
turnstiles are situated at the main entrance, some distance 
from the second class gates. Season ticket holders enter by 
the main gate, where are also the turnstiles for Services 
personnel and children. Two post boxes are located out- 
side the main entrance on either side of which are stalls 
selling newspapers, periodicals, cigarettes and sweets. Six 
public telephone booths are also provided at the new HK 
pier. 

’ Imports of Rice, Frozen Meat and Coal—Rice imports 
in November amounted to 14,891 tons as against 11,467 
tons in the preceding month. Thailand, with 9,412 tens 
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(63.2%), was the main source of supply, followed by China 
with 5,089 tons (34.2%) and Cambodia with 390 tons 
(2.6%). Offtakes totalled 23,944 tons as compared with 
21,853 tons in the previous month and 21,244 tons in 
November 1956. The Bangkok market was very quiet dur- 
ing the month, f.o.b. prices remaining unchanged. Stocks 
of frozen meat remain high. During November, 762 tons 
were received while offtakes totalled 490 tons. Im- 
ports of coal amounted to 17,759 tons, China with 9,914 
tons (55.8%) was the chief supplier. North Vietnam 
‘supplied 4,400 tons (24.8%), followed by India with 2,034 
tons (11.5%) and Indanesia with 1,411 tons (7.9%). Stocks 
were maintained at an adequate level. 

* * * * 


Spanish in Hongkeng: Spanish is the native language of 
over seventy million people. It is therefore where numbers 
of speakers are concerned, the fifth language of the world 
and comes in this classification after Chinese (if one throws 
all Chinese languages into one), English, Russian and Ger- 
man. It is the language of Spain and of most of the 
South and Central American Republics and of three West 
Indian countries. It can be understood with little difficulty 
by Italians, Portuguese and by most of the Portuguese- 
Speaking. Brazilians. Its simple vocalic system, phonetic 
spelling and relatively uncomplicated grammar make it an 
attractive second language in other countries. A knowledge 
of Spanish, acquired with less effort than many other 
Western languages, enables technicians to obtain posts and 


FINANCE & 


WORLD TRADE 


In the first five months of 1957, prices of fats, oils, 
and oilseeds on the international market declined by 13 
percent from the peaks reached in December 1956. World 
production of fats and oils (excluding production in 
U.S.S.R.) increased to well over 25 million tons in 1956, 
but import demand was unusually large from Argentina 
and most Mediterranean countries owing to domestic pro- 
duction deficits, and the international political situation 
disturbed prices in the second half of the year. The ab- 
sence of a similar special demand in 1957, the reopening of 
the Suez Canal, reductions in freight charges, and prospects 
of still larger supplies, together induced lower prices this 
year. Price reductions were sharper for liquid edible 
(“soft’’?) oils, drying oils, and their oilseeds. Prices for 
lauric acid oils, palm oil, marine oils and animal slaughter 
fats declined slightly over the same period, but without 
any major changes in the general level. 

Prices of soft oils other than olive oil declined by 22 
percent between last December and May, reaching points 
well below the peak prices ruling a year previously, but 
roughly equal to early 1956 levels. World output of liquid 
edible oils is forecast at about 10 million tons this year 
as compared with 9.7 million tons in 1955 and 1956, mainly 
reflecting larger 1956/57 harvests of soybeans and olives. 
Soybean oil output is estimated at 2.8 million tons, 300,000 
tons greater than in the previous year, following larger 
crops in both China and the United States. World produc- 
tion of other commodities in this group, except olive oil, 
may be moderately lower in 1957. 

United States cottonseed oil output this year will be 
smaller, and oil millers have paid prices substantially above 
support prices in competition for supplies. Cotton area 
allotments for 1957 are the same as in 1956, but land taken 
out of cotton under the Soil Bank program may cause 
further reduction in 1957/58 supplies of cottonseed. Cotton- 
seed oil produced from crops in other countries is expected 
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businessmen to establish close contacts in Spanish-speaking 
countries. Many Japanese have realised these facts in the 
last few years. For instance, according to the Spanish 
Cultural Index, the number of posts in Japan open to 
graduates knowing Spanish increased. from 12 in 1953 to 
130 in 1956. In the latter year 57 firms advertised for 
people with a knowledge of Spanish and 20 graduates offered 
their services in response. Firms such as Mitsui in Tokyo 
and Yokohama have been putting on special courses in 
Spanish for their staffs. Classes have also been organized 
by the Chambers of Commerce in both Tokyo and Yoko- 
hama. According to Dr. Shizuo Kasai, Professor in the 
Foreign Languages University, Tokyo, in the capital, out- 
side university circles, the number of those learning Spanish 
is around 3,000. In the Foreign Languages University of 
Tokyo the number of students taking Spanish has doubled, 
410 having been admitted last April against 6,475 applicants 
for whom places could not be found. Similar numbers of 
applications have been received at the University of Osaka 
and at the Catholic University of Sofia. There is good rea- 
son behind the present Japanese interest in Spanish in cer- 
tain business circles. 


It is astonishing that there is no comparable enthusiasm 
for the language in Hongkong. Perhaps we have nothing 
to sell to the Latin-Americans. 


— Valdes 
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to attain the same volume as last year. World sesame oil 
output is likely to be slightly higher, but sunflowerseed 
harvests may be moderately smaller. World groundnut oil 
output will probably reach 2.0 million tons, equal to the 
high volume produced in 1956. The commercial crop in 
Nigeria declined sharply—350,000 tons of kernels against 
540,000 tons in 1955/56—but in Senegal commercial pur- 
chases were a record 480,000 tons (kernels), 100,000 tons 
above 1956, and a record Argentine crop is forecast. A 
moderate increase is reported from India. 

In the 1957/58 crop year soft oil supplies will continue 
high. A further 4 percent increase in the United States 
soybean area is expected, and output of fats and oils used 
for food will remain large. More olive oil is available this 
year than the abnormally low output in 1956, and next 
year’s harvests should reflect the high phase of the two- 
year cycle. Price declines for soft oils were moderated by 
the substantial proportion of overall output held back from 
world markets. In relation to total available supplies, 
United States soybeans moved slowly to crushers or ex- 
porters, and stocks on farms on 1 April were double those 
at the same date in 1956. . The carryover in September was 
the largest recorded. Lower output of United States lard 
indirectly strengthened edible oil prices during the first 6 
months this year; hog slaughterings recovered recently. 

Exports of edible oils and oilseeds during the first 
half year were well above the 1956 volume. International 
trade in soybeans and oil in the first quarter was twice as 
high as one year ago. This was chiefly due to larger Uniteil 
States exports which reached a record 212,000 tons (in 
terms of oil) in the first quarter as compared with 68,000 
tons in 1956. Over 40 percent of the total was exported. 
Restrictions on exports tended to be a price-depressing factor 
in American domestic markets for soft oils. United States 
cottonseed oil exports in the first quarter were 15 percent 
lower than a year earlier. 
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Prices for drying oils (linseed, castor, and tung) de- 
clined by 18 percent in January-May. The 1956/57 world 
linseed crop rose to 3.8 million tons, the largest crop in 
fifteen years, and nearly’ 40 percent above the ten-year 
postwar average. No reduction of international market 
prices for linseed had occurred by the end of 1956 due to 
price support measures in important producing countries and 
the international situation. Except from Canada, supplies 
still moved exceptionally slowly into marketing channels up 
to the end of April, despite substantial price reductions in 
the first quarter. United States domestic use and exports 
in the first ten months of the marketing year to the end 
of April were lower than in the previous season, and ap- 
proximately 420,000 tons of linseed were taken over by the 
government on 30 April. Total stocks in Canada and the 
United States at that date were nearly twice as large as in 
1956. Argentine shipments up to June 1957 reached 28,000 
tons, about as high as a year earlier, but total linseed 
supplies represent over 200,000 tons of oil, 130,000 tons 
greater than in 1956. i 

Reports on the current Indian harvest, estimates of 
1957/58 plantings in North America, and government policy 
in Argentina, all indicate a continuation next year of world 
supplies well above recent consumption levels. In mid-May, 
the United States Commodity Credit Corporation commenced 
export sales from its stocks at “world” prices. Castor and 
tung oi! prices were also lower in early 1957. Tung oil 
supplies are larger, but the world castor bean crop shows 
little sign of expansion. There have been larger castor oil 
exports from India this year, especially to Eastern European 
countries. 
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Prices of other oils and fats moved more moderately 
during the second quarter. Lard and tallow prices were 
higher than last year. International prices of lauric acid 
oils and palm oil have not been subject to large fluctuations 
for the last three years, in contrast to other vegetable oils, 
and in early 1957 only slight reductions occurred in prices 
for these commodities. The upward trend in copra and 
‘coconut oil exports has continued in 1957, due to larger ship- 
ments. from the Philippines, Oceania, and Indonesia, more 
than offsetting the effect on exports of drought in Ceylon. 
Ceylonese coconut production is expected to be lower 
throughout 1957, but output in the Philippines is likely to 
maintain the substantial rate of increase achieved in the 
last two years. 


From the limited information available for 1957, palm 
oil output in Asia and Africa appears to have been maintain- 
ed, while palm kernel production is slightly lower. Exports 
were moderately lower in the first quarter by comparison 
with 1956. Palm kernel purchases in Nigeria, the major 
producer, in the first four months were 130,000 tons, 12 
percent below the 1956 rate. Palm oil purchases were only 
slightly lower. Basic prices to Nigerian producers are un- 
changed in 1957. 


The catch limit on Antarctic whaling was again re- 
duced for the season ended March 1957, but higher yields 
of oil resulted in an increase of 10,000 tons above the 
334,000 tons produced_last year. About 30,000 tons of oil 
—unsold from the previous catch—were also carried over 
into 1957. Prices were lowered in April and May, but un- 
sold supplies are still, apparently, ample. 


0.0681, Laos 0.065, Cambodia 0.08— Opening and closing prices were 

HK EXCHANGE MARKETS 0.079, Thailand 0.2777—0.273, India 255%2/255%; highest and lowest 
1.075, Indonesia 0.1408—0.1315. Sales: 256%/254%. The market was quiet. 

U.S.$ Pesos 320,000, Yen 80 million, Malayan Interest for change over favoured sell- 

TT T.T. Notes Notes $330,000, Piastre 7 million, Kip 5 mil- ers and aggregated HK$1.08 per 10 

Dec. High Low High Low lion, Rial 5 million, Baht 3 million, In- taels of .y45 fine. Tradings averaged 
y $5862 58512 5841 > 5833, dian Rupees 200,000, and Rupiah 1 mil- 5,500 taels per day and totalled 33,000 
Ww 5851, 58414 583 582 lion. Peso and Rupiah dropped on taels tor the week, in which 10,520 
re 386 58412 eee ery heavy _ selling. Chinese Exchange: taels wére actual cash (2,020 taels list- 
* cee ay ee zeae, People’s Yuan notes quoted $1.65— ed officially and 8,500 taels arranged 
14 586 5854 584 583% 1.45 per Yuan. Taiwan Dollar notes privately). Speculative positions aver- 
D.D. rates: High 585 Low 582%4. quoted $0.152—0.145 per Dollar; re- aged 13,200 taels per aay. Imports 


Trading totals: T.T. US$3,880,000; 
Notes cash US$420,000, forward US$ 
2,190,000; D.D. US$430,000. The 
market continued quiet. In the T.T. 
sector, gold and general importers pro- 
vided steady demand while offers from 
Japan, Korea and Philippines remained 
normal. The Notes market registered 
light speculative buying; interest 
favoured sellers and aggregated HK$ 
4.10 per US$1,000. Speculative posi- 
tions average | US$ two million per day. 


The D.D. sector was active with the 
inflow of remittances from overseas 
Chinese. 


Far Eastern Exchange: Highest and 
lowest rates per foreign currency unit 
in HK$: Philippines 1.7775—1.71, 
Japan 0.014225—0.0141, Malaya 1.876 
--1.878, South Vietnam 0.06849— 


mittances, 0.146—0.143. 


Bank Notes: Highest and lowest 
rates per toreign currency unit in HK$: 
dungland 15.4s—15.40, Scotland 14.00, 
Treland 13.80, Australia 12.50, New 
Zealand 14.10, Egypt 0.98, East Africa 
14.50, South Africa 15.45, West Atrica 
13.50, Jamaica 13.50, Gibraltar 13.50, 
Malta 12.50, Cyprus 12.50, Fiji 10.00, 
India 1.174, Pakistan 0.80, Ceylon 0.94, 
Burma 0.56, Malaya 1.845—1.84, Cana- 
da 5.985—5.93, Cuba 5.00, Argentina 
0.12, Brazil 0.06, Peru 0.26, Mexico 
0.43, Philippines 1.765—1.735, Swit- 
zerland 1.355, West Germany 1.36, 
Italy 0.0092, Belgium 0.105, Sweden 


+.02, Norway 0.72, Denmark 0.77, 
Netherlands 1.45, France 0.01145— 
0.0111, South Vietnam 0.07—0.967, 


Laos 0.066—0.065, Cambodia 0.081— 


0.0785, New Guinea 1.00, Indonesia 
0.15—0.136, Thailand 0.281—0.278, 
Macau 1.00—0.995, Japan 0.01445— 
0.01438. 
Gold Market 

Dec High .945 Low .945 Macau .99 
9 $255%4 25514 

10 255% 25454 Low 26514 
12 25644 255 

h \ ‘ 

32 2566 ani 26514 High 
4 2557 25545 


from Macau totalled 9,500 taels. One 
shipment of 48,000 fine ounces arrived 
Macau in the week. Exports amount- 
ed to 11,000 taels (7,500 taels to 
Singapore, 3,000 taels to Indonesia, 
and 500 taels to Korea). Differences 
paid for local and Macau .99 fine were 
HK$12.70—12.40 and  11.70—11.40 
respectively per tael of .945 fine. Cross 
rates were US$37.85—37.83 per fine 
ounce; 16,000 fine ounces contracted at 
37.85 cif Macau. US double eagle old 
and new coins quoted $262 and $228 
respectively per coin. English  So- 
vereigns $59 per coin, and Mexican 
gold coins $276 per coin. Silver Mar- 
ket: 400 taels of bar silver traded at 
$5.85 per tael and 300 dollar coins at 
$3.68 per coin. Twenty-cent silver 
coins quoted $2.85 per five coins. 
_ Money Market: The market further 
tightened! but there were no changes in 
interest rates charged by leading banks 
which remained at 6 to 8% p.a. for 
letters of credit and overdrafts, 8 to 
10% p.a. for longer term loans. Credits 
were not easy to obtain from “native” 
banks and moneylenders, who charged 
10 to 12% p.a. for short term loans, 
12 to 15% p.a. for longer term loans 
and 15 to 18% p.a. for credit loans. 
The market was tight chiefly on ac- 
count of heavy investment in real es- 
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tate business. Large stock of imports 
accentuated the shortage of cash among 
many local dealers. Retailers handling 
Chinese foodstuffs also found that 
heavy consignments from China were 
forcing them to sink more funds into 
the business. 


HK SHARE MARKET 


With the approach of the holidays 
and the lack of bullish factors, trading 
last week remained slow—about $400,- 
000 per day (Monday $360,000, Tues- 
day $366,000, Wednesday $253,000, 
Thursday $377,000, Friday $429,000). 
Tight money here also restricted the 
volume of business. 

Cement alone registered a gain of 
more than 5%. Buyers increased offers 
to $27.50 probably on account of better 


export demand for Green Island Ce- 
ment from Singapore and North 
Borneo; local demand also improved 


because Chinese and Japanese products 
were marked up making Green Island 
brands more _ attractive. Towards 
week-end however buyers withdrew al- 
though selling offers were pegged at 
$27.30. This share recently recovered 
steadily from the record low at $23 on 
October 29 but it is still a long way 
from the $33.50 mark before’ the 
autumn slide and discouragingly low 
compared with the 1957 high at $39 
reached during the first half of this 
year. 


With the exceptions of Allied Invest- 
ments and Star Ferries, which were 
quiet, other counters had steady al- 
though reduced volume of business 
throughout the week. Prices fluctuated 
within narrow limits; a small number 
of shares were fractionally lower than 


SINGAPORE SHARES 


During the week ended December 
6th, Industrials were steady with fluc- 
tuations between narrow limits. The 
tin price recorded a further rise of 
$9.50, but shares were uncertain, with 
attention focussed on the International 
tin Council meeting. There was a 
general marking down of prices on 
Friday when it was learned that the 
Council had decided to impose export 
quotas which represent a reduction of 
about 28%% of production for the 
twelve months ended September 30th 
last. The first control period is 
December 15th 1957, to March 14th 
1958, inclusive. Malaya’s quota is 
10,125 tons, compared with an average 
quarterly production this year of 14,675 
tons, or a restriction of 31%. 

Conditions in Indonesia caused the 
rubber price to improve by 5c. per lb. 
and it closed at the highest level of the 
week, 81%c. Rubber shares failed to 
respond, and the turnover in this sec- 
tion was meagre. 

Hopes of an increased final dividend, 
and rumours of a capitalisation issue 
resulted in Straits Times improving 
from $3.90 to $4.00. This company’s 
final dividend was announced on 
December 5th last year. Fraser & 
Neave had small exchanges from $2.55 
to $2.62% and Wearne Bros. from 
$3.07% to $3.10 c.d. Gammons, Ham- 
mers and Wm. Jacks were steady at 


Dividend—The Ayer Tawah Rubber 
Plantation Company will pay a final 
dividend of 15 cents per share making 
a total dividend of 25 cents per share 
for the year ended September 1957. 

Rubber Output—A. R. Burkill & 
Sons (HK) reported that the Novem- 
ber 1957 crop from Amalgamated Rub- 


previous week but most closing quota- ber Estates amounted to 167,056 
tions were steady. pounds, 

Esti- 

mated 

Annual 

Share Dec. 6 Last Week’s Rate Up & Down Dividend Yield 

Highest Lowest Closing (%) 

HK Bank = ------ 845. 850 845 845 steady $50 5.92 
77 76 76 —$1 $3.40 4.47 

32.25 32b 32b steady $2 6.25 

6.60 6.45 6.45 —15¢ 75¢ 11.63 
118 s 116 118 s steady $6 5.08 | 

51 49.75 b 51.50 s steady $2 3.88 

11.60 11.40 b 11.70 s steady $1 8.55 

33.25 32.50 b 33 s —25¢ $3.50 10.61 

1.40 s 1.35 b 1.35 steady 15¢ 11.11 

15 14.70 14.70 —40c $1 6.80 

22.70 22.60 22.70 —10c $1.70 7.49 

125 n 125n 125 n steady $9 7.20 

98 95b 98 s steady $7.50 7.65 

Light - 17.30 17.40 17 17 —30¢e $1.10 6.47 
Electric 27 26.80 26.60 26.70 —30c $1.80 6.74 | 
Telephone 25.90 25.90 25.50 25,50 —40e $1.50 5.88 | 
Cement oaalemraianas 26.b 27.50 27.30 s 27.30 s 4 $1.30 $4 14.65 | 
| Dairy Farm --_-- 16.70 16.60 16.20 16.20 —50c $1.63 10.05 | 
Watsony  ?c. 12 12.20 s 11.70 11.70 —30¢ $l 8.55 
lek angtese, ) 422s. 5.35 b 5.35 5.35 n 5.350 steady 65c 12.15 | 
| Allied Inv, epee 3.70n 3.80 s 3.70n 3.70n steady 25¢ 6.76 
HK & FE Inv. -- 9.60 b 9.60 3.60 b 9.60 steady 80c 8.33 
Amal. Rubber -- 1.35 1.40 1.375 1.375 +212¢ 23¢ 16.73 
Textile 4.55 4.55 4.50 4,55 steady 50¢ 10.99 
Nanyang 9.10 9.20 9.10 XD 8.70n +10¢ $1 11.49 
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$2.25, $2.20 and $2.10 respectively, 
and Sime Darby at $1.75. A few 
Malayan Cement Rights changed hands 
at WZ sie: 

Austral Amalgamated had fair ex- 
changes from 12/6d. to 18/1%d. to 
12/3d. at which level there was small 
buying — support. Sungei Way were 
steady at $1.42% c.d. but fell off to 
$1.82% x.d. on Friday. There was a 
fair turnover in Meru from 2/- to 2/3 4% 
before falling sharply to 1/1lld. This 
Company announced an improved out- 
put for the first quarter of its current 
financial year and an estimated mine 
profit of $26,455. 

Allenby improved from $2.35 to 
$2.50. Jimah fluctuated between 
$2.70 and $2.80. Batu Lintang and 
Benta had only small exchanges at 
$1.70 and $1.40, and Kempas at $1.60. 
Kundong were steady at $3.00. 

Interest in Sterling Rubbers broad- 
ened, with business in Bruseh at 3/4. 
Bukit Badang 3/6, Kepong Malay from 
2/1d. to 2/2%d, and Langkon N.B. at 
3/6d. Ledang Bahru again accounted 
for the bulk of business in this sec- 
tion, with exchanges from 3/7%d. to 
4/- and back to 3/9%d. x.d. A bid 
of 4/3d. per 2/- unit has been made 
in London for the issued capital of this 
company, but it is understood that the 
bid is subject to sufficient acceptances 
being received to give the buyers con- 
trolling interest. 

Activity in Loans remained at a low 
ebb. 


TRADE REPORTS 


The locai commodity market retained 
selective export demand during the past 
fortnight. Local consumptiun of paper 
improved with seasonal demand. A 
few items of metals were fractionally 
lower under light liquidation while 
sugar remained weak on account of 
heavy supply. But, on the whole, com- 
modity prices were steady throughout 
the period. 

Imports from UK, US, Europe and 
Japan remained steady particularly of 
Christmas goods. Booking of supplies 
from various sources however slowed 
down partly due to tight money here. 

Local retailers, with colourful 
Christmas <lecorations in and outside 
their shops and with attractive staple 
and durable consumer goods bursting 
their shelves and shop windows, got 
ready for the annual miilion-dollar 
business. Newspapers, both English- 
and Chinese-language vublications, were 
full of ‘Christmas Gift’? ads. Restaur- 
ants and night-clubs already advertised 
their Christmas and New Year pro- 
grammes soliciting reservations. Even 
at the HK Products Exhibition, the 
“Xmas Gift’ theme was played up to 
attract more retail business. 

But up to the end of last week, most 
shops reported only normal business. 
Patrons were looking over price tags 
in different shops before making pur- 
chases. Most commodities this year 
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are more expensive than last Christ- 
mas; some prices are even higher than 
those before “Xmas Sales”. 


HK ENTREPOT TRADE 


HK/China  Trade—China bought 
several small lots of metals from the 
local market when prices here were 
slightly depressed by liquidation. Im- 
ports from Canton and other Chinese 
ports consisted chiefly of foodstuffs 
and sundry provisions. There were 
also chinaware, glass, drawn lace work, 
hide, tea, bristles, sesame, beans and 
cotton cloth but consignments were 
limited to small quantities. Imports 
of cement were curtailed because 
China was sending large quantity of 
this item direct to SE Asia; 1,200 tons 
went from Canton direct to Singapore 
during the fortnight. 

HK/Japan Trade—14 vessels brought 
here about 5,000 tons of imports from 
Japan; principal items were cotton tex- 
tiles, seafood, bean oil, canned food, 
toys, paper, rayon products, woollen 
piecegoods, fruits and sundry goods. 
Exports slowed’ down; there were only 
about 1,500 tons of woodoil and other 
produce besides 6,600 tons of iron ore. 
Oxders from Japan for scrap iron were 
limited to a few hundred tons each. 

HK/UK Trade—Imports of metals, 
cosmetics, wooilen textiles, provisions, 
wines, Christmas goods and other sup- 


plies totalled 8,000 tons, Exports 
amounting to 4,000 tons consisted 
chiefly of HK manufactures. Compared 


with the previous month, cargo move- 
ments between HK and UK were 
slower possibly due to less imports of 
metals and woollen textiles and curtailed 
exports of cotton textiles and produce. 

HK/Europe Trade—About 5,000 
tons of paper, woollen piecegoods, 
rayon yarn, metals, wines, provisions, 
perfumes, toys and Christmas trim- 
mings arrived from Europe but exports 
in return amounted to only about 1,000 
tons consisting mostly of feathers, cot- 


ton textiles, bamboo cane, citronella 
oil and HK manufactures. During the 
fortnight, European buyers, chiefly 


from West Germany and Scandinavian 
countries, made only selective  pur- 
chases of produce; demand for HK 
cotton goods and plastics products was 
sluggish. 


HK/US Trade—Local dealers con- 
tinued to import large quantities of 
industrial supplies, provisions and 


Christmas goods from US—more than 
7,000 tons during the fortnight. Ex- 
ports of HK products to US also active 


totalling 8,000 tons; principal items 
were firecrackers, rattanware, carved 
wood furniture, toys, cotton textiles, 
torch, etc. 

An American manufacturer acver- 


tised in a local English language paper 
seeking a British or Chinese firm or an 
individual to act as managing agent of 
a local company to be established by 
the American interest which already 
-has several consumer products well 
established in the local market. 
HK/Thailand Trade—Cargo move- 
ments between HK and Thailand ac- 


tive; imports of rice from Thailand re- 
mained heavy while exports exceeded 
6,000 tons. Demand from Bangkok 
during the fortnight however covered 
only selective items of metals, paper 
and pharmaceuticals; many _ transac- 
tions fell through because buying offers 
too low. Bangkok curtailed purchases 
from here probably due to its increased 
volume of direct trade with China. 
Bangkok money market also remained 
tight. 

HK/Indonesia Trade—Djakarta 
bought moderate quantities of paper, 
pharmaceuticals and cotton cloth from 
here but as political storm over Indo- 
nesia intensified, trade between HK and 
Indonesian ports was upset. Many 
dealers here received instructions from 
Djakarta to suspend shipments. 

Optimistic traders here anticipated 
that on account of the crisis between 
Indonesia and Netherlands, Djakarta 
might turn to HK for more supplies. 
But most businessmen. believed that 
Djakarta would increase purchases from 
Japan direct under reparation arrange- 
ments rather than buy more Japanese 
goods from here. 

HK/Malaya Trade—Demand from 
Singapore and other Malayan ports for 
foodstuffs, sundry provisions, wines, 
wheat flour, metalware and other HK 
manufactures remained steady; exports 
totalling 6,000 tons were shipped there 


mostly during the first week this 
month. 
HK/Philippines Trade—To put an 


end to imports of non-essentials, Manila 
suspended all permits for barter trans- 


actions. The measure is in line with 
steps taken by authorities there to 
strengthen the foreign exchange re- 


serve there. The Central Bank in 
Manila also suspended bank credit and 
banned remittance of dollar profits out 
of the country. Consequently, trade 
between HK and the Philippines came 
almost to a standstill. HK manufac- 
turers also decided to withdraw from 
participation in the coming Philippine 
International Trade Fair because they 
could not remit back all the proceeds 
from sales at the Fair. 

HK/Korea Trade—There were more 
enquiries than orders from Seoul for 
paper; most transactions fell through 
because stock here was short. Demand 
from Korea also covered a few items 
of pharmaceuticals and woollen yarn 
but quantities involved insignificant. 
Prospects of improvement in_ trade 
with Korea are not bright because 
Seoul is planning to include more items 
on the list of prohibited imports next 
year. 

HK/Taiwan Trade—Exports to Tai- 
wan remained on a weekly average of 
about 500 tons; principal items were 
metals, pharmaceuticals, dyestuffs, 
dairy products and fish fry. Import 
of sugar continued steady; other re- 
gular imports were ginger, feather, 
citronella oil, camphor products and 
tea. Keen competition from Chinese 
products recently forced Taiwan citro- 
nella oil to a very low price. Accord- 
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ing to a report from Taipei, citronella 
oil export from Taiwan this year drop- 
ped by some one million pounds. while 
China picked up most of Taiwan’s lost. 
market. Taiwan produce exporters 
are finding it ever more difficult to 
compete not only with China but also 
with SE Asia on account of the multiple 
exchange rates enforced by the Govern- 
ment which absorb whatever profit ex- 
porters there are able to earn. 

HK/Cambodia Trade—Imports of 
live hogs, maize, beans and _ other 
staples from Phnompenh remained 
steady but exports sluggish chiefly on 
account of the stagnant reexport of 
commodities from there to Thailand 
and South Vietnam. Increased direct 
shipments between China and Cam- 
bodia also adversely affected HK ex- 
ports to Phnompenh. 

HK/Laos Trade—Only small quan- 
tities of structural materials, cotton 
textiles and other essential supplies 
were shipped to Laos via Thailand. 
Vientiane’s purchases from here might 
improve next year after receiving the 
1958 US Aid Funds. 

HK/Vietnam Trade—Saigon made 
moderate purchase of paper and chemi- 
cals from here. There were also en- 
quiries for sugar but dealers here anti- 
cipated that orders would probably be 
placed with Taiwan. 

Haiphong sent here several consign- 
ments of aniseed star, taro chips, gin- 
ger, poultry, feather and seafood but 
bought nothing from HK in return. 


HK/Burma Trade—Demand from 
Rangoon covered only some menthol 
crystals and pharmaceuticals. Local 


spinners lost the tender for the supply 
of cotton yarn to Japan, Pakistan and 
India. Rangoon bought only a small 
lot of HK yarn from the spot market 
here during the fortnight. There was 
no order for groundnut oil; Rangoon 
bought this item direct from Africa. 

HK/Ceylon Trade—Demand from 
Colombo for HK manufactures (cotton 
textiles, metalware, etc.), and produce 
(chilli, menthol crystal) improved pro- 
bably because China failed to meet all 
the demand. Prospects uncertain. 

HK/Australia  Trade—Imports of 
fruits, frozen meat, wheat flour, can- 
ned food and dairy products totalled 
5,000 tons but exports amounted to 
only about 800 tons consisting chiefly 
of cotton textiles, wearing apparel, 
vacuum flasks, toys, gloves and rattan- 
ware. 

HK/Africa Trade—Exports (chiefly 
HK manufactures) went mostly to 
East and West Africa, 1,500 tons and 
2,500 tons respectively; shipments to 
South Africa amounted to only 500 
tons. Imports came almost entirely 
from East Africa—1,000 tons, consist- 
ing mainly of cotton, beans, ivory and 
groundnut oil. 

HK/Canada Trade—Demand from 
Canada for HK manufactures showed 
encouraging improvement; principal 
items included gloves, rubber shoes, 
shirts, underwear, pajamas and em- 
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broideries. There were also orders for 
‘Chinese-style foodstuffs but quantities 
very small and the demand only sea- 
sonal. Imports of paper, wheat flour, 
canned food and pharmaceuticals re- 
mained steady but limited to small 
quantities. 

HK/India Trade—Imports of Indian 
cotton yarn remained slow because 
prices here were forced below cost by 
keen competition from other products. 
Exports of cassia and rayon products 
to India remained irregular and light. 

HK/Pakistan Trade—Pakistan in- 
creased purchases of torch, brushes, 
electric appliances and metalware from 
here but each order was still very 
small. Imports of cotton yarn handi- 
capped by high cost. 

HK/North Borneo Trade—About 
1,000 tons of cement, dressed stone 
and other construction materials were 
shipped to North Borneo. Imports 
very heavy; almost 5,000 tons during 
the fortnight consisting mostly of fire- 
wood, timber and rubber. 


HK COMMODITY MARKETS 


China Produce—Demand from Japan 
for sesame, aniseed star, woodoil, coir 
fibre, bee wax, green pea was spas- 
modic; transactions were handicapped 
by restricted supply. Dealers here 
could not get enough oilseeds, woodoil, 
feather and animal by-products from 
the Mainland while SE Asian products 
were becoming more expensive. De- 
mand from Europe, UK, Australia, 
Canada and other buyers was not very 
keen; interest centred on a few items 
only. 

Woodoil and menthol crystal retain- 
ed steady demand throughout the 
period; prices firm on short supply. 
Sesame of Thai origin accounted for 
the major portion of purchases made 
by Japan and local mills because supply 
from China difficult to obtain. Citro- 
nella oil of Chinese origin monopolized 
the market because Taiwan offers were 
much higher than Canton quotations. 
Groundnut oil sluggish after recent ad- 
vances; Burma turned to Africa for 
direct supply instead of importing this 
item from here. Bean oil followed the 
trend of groundnut oil; prices weak 
especially after new supplies arrived 
from Japan. Dried chilli retained de- 
mand from Ceylon but buying offers 
were very low while supply from China 
limited. Other popular items were 
cassia, maize, groundnut kernel, cassia 
oil, rosin, red bean, soya bean, tea, 
seagrass mats, peppermint oil, gypsum 
and galangal. 

Metals—Exports slowed down; there 
were more enquiries than orders from 
Thailand, Singapore and Taiwan for 
structural steels and factory supplies. 
Local demand for structural steel, iron 
pipe, sash bars, tinplate and blackplate 
was steady but consumption limited. 
Consequently, trading volume dropped. 
China absorbed some steel plate, round 
bars and other structural steels when 
prices were forced down slightly by 
isolated liquidation; indents from 


Japan and Europe were also fractionally 
lower. Selling pressure however was 
not strong and prices were steady at 
last week-end. Local dealers did not 
make any booking of new supplies dur- 
ing the fortnight partly on account of 
the tight money market here and partly 


because many new cif offers from 

Japan and Europe were still higher 

than local market quotations. 
Paper—Local consumption of m.g. 


cap, bond, cellophane, glassine, duplex 
board, straw board, newsprint, art 
printing, woodfree printing, poster, sul- 
phite and kraft improved on account 
of seasonal demand; quantities involved 
however were still small when com- 
pared with export shipments. On the 
other hand, orders for sulphite, tissue, 
cellophane, glassine, aluminum foil and 
duplex board from Korea were too big; 
supply here inadequate to fulfil the de- 
mand forcing Seoul to take forwards 
of sulphite and tissue paper. In the 
case of newsprint in reels, Korea bought 
direct from Austria. Dealers here 
still reluctant to book heavy replenish- 
ments from Europe because in many 
cases new cif quotations were higher 
than buying offers from Korea. There 
were also orders from Thailand, Viet- 
nam, and Cambodia for printing, pack- 
ing and writing paper but many trans- 
actions were handicapped by low buying 
offers. Indonesia bought some sulphite 
paper at the beginning of the month 
but the demand was not sustained. 

Pharmaceuticals—Penicillin prepara- 
tions, dihydrostreptomycin, sulfona- 
mides, aspirin, phenacetin, saccharine 
crystal, amidopyrin, gum acacia, mer- 
curochrome and vitamin powders at- 
tracted orders from Korea, SE Asia 
and local pharmaceutical manufac- 
turers. Turnover small because many 
transactions were handicapped by 
short stock and low buying offers. 

Industrial Chemicals—The market 
registered only limited local consump- 
tion of a few items such as sodium 
bicarbonate, oxalic acid, lithopone, shel- 
lac, glycerine, bronze powder and 
borax as well as selective demand from 
Taiwan, Cambodia and Vietnam for 
acetic acid, petrolatum, shellac, litho- 
pone, gum copal, ammonium chloride, 
caustic soda and ultramarine blue. 
Prices were steady in general but 
trend sluggish. 

Cotton Yarn—HK cotton yarn re- 
tained steady local demand; Burma 
bought a small lot from the spot mar- 
ket but did not accept tenders submit- 
ted by local spinners for forward sup- 
ply of 30,000 bales of cotton yarn. 
Pakistan products were higher’ than 
other supplies on account of high cost; 


dealers marked down prices. during 
second week to attract buyers after 
Indian and Japanese brands’ further 


dipped. Korean products were steady 
on limited supply. F 

Cotton Piecegoods—Several local 
weavers reported that they got less 
number of orders from UK for grey 
cloth compared with this time last year. 
Meanwhile another UK textile merchant 
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went to China and -bought direct from 
Peking a substantial value of Chinese 
textiles including a large quantity of 
grey cloth. Prices here for HK brands 
steady on short spot goods and a few 
orders from Indonesia at the beginning 
of the month. Chinese grey cloth was 
sluggish in the local market because 
reexports slowed down. Japanese 
greys were well stocked here; prices 
however were kept steady by increased 
cost. Japanese white shirting steady 
on good local demand. 

Rice—Increased Bangkok quotations 
early in the month and limited supply 
market firm but as more consignments 
from Canton kept prices in the local 
reached here from Thailand, prices 
dipped especially when Bangkok cif 
offers eased slightly towards last week- 
end. Bangkok announced that export 
quota for 1958 will be increased while 
Phnompenh reported that exports of 
rice will be resumed next year. 

Wheat Flour—Hongkong products 
enjoyed renewed demand from Singa- 
pore and Malaya; flour made from 
Australian wheat was marked up in 
sympathy with increased cost for Aus- 
tralian flour. American and Canadian 
brands remained sluggish because cif 
quotations dipped in line with lower 
treight charges. 

Sugar—Saigon enquired for Taiwan 
granulated from here but dealers be- 
lieved that orders would eventually be 
placed with Taiwan direct. In _ the 
local market, the supply still far ex- 
ceeds the demand keeping prices at a 
low level. HK granulated fine was also 
forced down: HK slab sugar dipped 
after Canton shipped here this item at 
a very competitive price. Brown sugar 
of both Indonesian and Philippine ori- 
gins firm at the beginning of the 
month on short stock but turned weak 
towards last week-end after fresh sup- 
plies arrived from Taiwan and Indo- 
nesia. 

Cement—Exports of HK brands re- 
mained slow; mostly went to North 
Borneo. Singapore renewed enquiries 
for HK products but did not make any 
purchase because during the fortnight 
China shipped 1,200 tons of Chinese 
cement direct to that market. Ex- 
porters here however believed that 
Singapore would return to the local 
market for supply because freight 
charges for this commodity from here 
to that port had been reduced by about 
387%. On the local market HK cement 
remained steady at $112 per ton ex- 
godown; this price is more attractive 
than Chinese cement (increased from 
$100 to $110 per ton ex-ship) and 
Japanese brands ($111 per ton ex- 
ship). Supply of Chinese cement also 
curtailed. Local demand for all brands 
remained strong throughout the period. 

Wines—With the approach of holi- 
days, wines are enjoying better local 
consumption and export demand. 
Whisky and brandy are the two most 
popular drinks. Well-known brands 
of whisky are now selling at $23/$34 
per bottle retail, and brandy at $23/$27, 
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BETWEEN ASIA AND EUROPE 
(Continued from Page 782) 


ISRAEL 


The countries of Western and Northern Europe saw in 
the birth of Israel the hand of Providence, and a fitting recom- 
pense for the hundreds of years of suffering and tribulation in 
exile. This was also the view of wide circles in Western 
Germany, of all parties and classes, who were cénscious of 
guilt and shame for the actions of their own people during the 
Nazi regime. The countries of Eastern Europe regarded the 
emergence of Israel as the natural development of the national 
idea, guaranteeing to every people the right to self-determination 
and national autonomy. The Soviet Union was one of the 
first nations to recognize Israel. At that time both Gromyko, 
today the Soviet Foreign Minister, and Charapkin, both then 
Soviet delegates to the United Nations, enthusiastically justified 
the right of the Jewish refugees in Europe to join their brothers 
in Palestine and to found an independent state. In later years, 
however, Soviet policy has changed and the dependence of the 
popular democracies on Moscow finds its expression in their 
branding of Israel as an aggressor and the tool of imperialism, 
But as soon as one of the Communist states frees itself to some 
degree from the Soviet embrace, its attitude toward Israel 
changes and becomes more positive. This has been demons- 
trated in the case of the Poland of Gromulka and even in 
Hungary after the fall of Rakosi. Were it not for Soviet pres- 
sure, friendly relations with Israel would be the rule in Eastern 
Europe. Political and economic relations between the European 
countries and the State of Israel have been good, although there 
has been some restraint on their part due to the desire not to 
become entangled in the Israeli Arab quarrel. 


The repercussions of the Sinai Campaign brought the fact 
home to the countries of Europe that the Israeli—Arab dispute 
was not a merely local affair but part of the global conflict. 
This revelation was the chief factor in bringing about a 
European re-evaluation of Israel’s position. 


developments have recently become manifest . in 
Western Europe. The generations-old dream of European unity 
has come closer to realization. The first steps have taken place 
in the economic sphere, with the proposed establishment of 
the “Common Market” and the “Free Trade Area,” including 
Holland, Belgium, Luxemburg, Western Germany, France, Italy, 
and in some measure, Great Britain. Since 60% of all Israeli 
exports, and 80% of her citrus exports, go to the countries of 
the “Common Market,” there is a growing conviction in Israel 
of the need to find ways of joining these new groups, which 
are intended in the future to embrace the countries of North 
Africa as well. 


New 


* * * * 


The Sinai Operation created some tension in the relations 
between Israel and the Asian countries. For many of them, 
still savouring the first tastes of independence and embroiled in 
quarrels with their neighbours, (e.g. India—Pakistan), the 
Operation represented an Israeli conspiracy with France and 
Great Britain designed to solve certain differences by force. 
Even a friendly nation, like Burma, found it necessary to vote 
against Israel in the U.N. Assembly. 
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After the abatement of the storm, however, and following 
the Israel retreat from the occupied territories, some of the 
Asian countries began to see the situation a little differently. 
Here, too, as in Europe and in America, public opinion often 
leads the way. Part of the Asian press, some labor leaders and 
scientists, have begun to look to Israel as an example of the 


development of modern agricultural and irrigation schemes and. 


the building of large housing projects and industries. They are 
attracted by the vitality and dynamic character of Israel’s 
society, which has succeeded in building its state in spite of 
the numerous political, military, economic and social difficulties. 
Slowly but surely the governments of Asia are following the 
direction of public opinion. 


The State of Israel must gain sympathy in Africa, too. 
Were it not for the Egyptian atrocity-propaganda, Israel could 
establish normal relations with Ethiopia and even with Libya, 
Tunisia and Morocco. Only the desire to maintain at least a 
semblance of solidarity with the Arab world restrains Prime 
Minister Borguiba of Morocco from openly adopting a more 
positive stand toward Israel. Despite the hermetically-sealed 
Arab boycott of Israel and Israelis, delegates from Israel were 
welcome guests at the Conference of the International Con- 
federation of Free Trade Unions in Tunis last June. Israel has 
succeeded in establishing close relations with Ghana, the young- 
est independent state in Africa, and there are signs of future 
cooperation in many fields. 


The Prime Minister of India, who at one time supported 
Nasser unreservedly, spoke out at the meeting of the British 
Commonwealth in support of Israel’s right to free passage 
through the Suez Canal. To this may be added the recent 
statement by the Prime Minister of Pakistan, in which, with 
all its reservations, he said that the Arabs must accept Israel 
as an irreversible, if undesirable, fact, and suggested himself 
as mediator. 


We are witness also to a number of changes within the Arab 
world itself. As a result of the Sinai Campaign, Nasser’s star 
has paled and the bloc he built up has fallen apart. The separa- 
tion of Jordan, Saudia and Lebanon from Cairo will promote, 
if not immediate peace and an Arab—Israeli agreement, then 
at least quiet on the borders, and that may help pave the way 
to peace. The United States, which has gained a large measure 
of influence in the region as a result of the acceptance of the 
Eisenhower Doctrine by many of the Middle East countries, 
must take upon itself. the responsibility for finding ways and 


means for the settlement of the Arab refugees’ in the under-’ 


populated Arab countries. 


Israel sees its future tied to the development of the region 


as a whole and to cooperation with the peoples of Asia and 


Africa. She hopes that with the passage of time all enmity 
will disappear and be replaced by a period of cooperation and 
mutual aid. But at the same time Israel must continuc to 
establish closer relations with the countries in Europe. It is 
the fervent hope that Israel will. some day form a bridge between 
Europe, from which so many of her inhabitants and builders 
originate, and the peoples of the East, of which she always was 
and is a part. ‘ 


